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Trademarks 

Advantage, DataPac, Megalink, 
Microlink, Megastream, 
TeleMessage, WATS and 

800 Service are trademarks of 


Bell Canada. 


Digital Ready, DMS, DMS-MTX, 
S/DMS AccessNode, 

S/DMS TransportNode, 

S/DMS SuperNode, DPN-100, 


DataSpan, FiberWorld, Meridian, 


Meridian I, STC and VISTA are 


trademarks of Northern Telecom. 


FaxCom is a trademark of 
The New Brunswick Telephone 


Company, Limited. 


Yellow Pages is a trademark of 


Tele-Direct (Publications) Inc. 


Seatfone is a trademark of 


GTE Airfone, Incorporated. 
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Bell Canada is Canada’s largest supplier of telecommunica- 
tions services, providing advanced voice, data and image 
communications to some seven million customers in Quebec, 
Ontario and the eastern Arctic. 


Northern Telecom Limited is a leading global supplier of 
fully digital telecommunications systems. It is 52.8 per cent 
owned by BCE and its common shares are listed on the 
New York, Toronto, Montreal, Vancouver, London and Tokyo 
stock exchanges. 


Bell-Northern Research Ltd. is Canada’s largest research 
and development organization and is a world leader in the 
design and development of advanced telecommunications 
systems. It is 70 per cent owned by Northern Telecom and 
30 per cent by Bell Canada. 


BCE’s international investment and consulting interests are 
administered by BCE Telecom International Inc. These 
interests include, among others, Bell Canada International, 
BCE’s international consulting arm. 


BCE Mobile Communications Inc. provides cellular, message 
management, private radio, mobile data and air-to-ground 
communications services. At year-end, BCE owned 

65.5 per cent of BCE Mobile, whose shares are traded 

on the Montreal and Toronto stock exchanges. 


Montreal Trustco Inc., wholly owned by BCE, markets financial 
and trust services to individuals, businesses, governments 
and institutions through branches and offices across Canada. 


The annual reports to shareholders of BCE’s public companies may 
be obtained directly from those companies, or by request to the 
Vice-President and Corporate Secretary of BCE Inc. 
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@ Earnings per common share 


To all our 
shareholders 


Despite the impact of the 
economic recession, BCE 
achieved record earnings in 
1991. Bell Canada improved 
its earnings in a particularly 
difficult business climate, 
while Northern Telecom’s 
earnings were up by 
14 per cent. 

The solid results achieved 
by our core telecommunica- 
tions businesses reflect a 
consistently high level of 
investment in research and 
development and in the 
application of proven new 
technology. We continue to 
offer our customers the 
highest quality, most inno- 
vative products and services 
at competitive prices. 

BCE’s net income of 
$1,329 million, 15.9 per cent 
better than in 1990, was 
the highest yet achieved. 
Earnings per share at $4.01 
were up 14.6 per cent over 
last year. 

The Bell Canada contri- 
bution to BCE earnings per 
share, at $2.97, was the 
same as last year. This was 
a considerable achievement 
in a year which has seen 
telephone service com- 
panies elsewhere in North 
America post declines in 
earnings. 


Northern Telecom had a 
remarkable year, increasing 
its contribution per share to 
$0.97 from $0.89. Signifi- 
cantly, the proportion of 
revenues coming from sales 
outside North America 
increased to 26 per cent, 
from 13 per cent last year. 
This is a result both of the 
purchase of STC PLC in 
early 1991 and of Northern 
Telecom’s increasing success 
in penetrating the markets 
of Europe, Asia and Latin 
America. 

The recession negatively 
impacted Montreal Trustco, 
as it did many other trust 
companies in Canada. With 
the likelihood of a slow 
economic recovery in 1992, 
Montreal Trustco strength- 
ened its balance sheet. 
Loan loss provisions were 
$33 million, 65 per cent 
higher than last year, and 
this, combined with a rise 
in non-performing loans, 
caused net income to 
decline to $42 million from 
$65 million. As a result, 
the contribution to BCE 
earnings per share declined 
to $0.07. 

At BCE Mobile, revenues 
increased seven per cent to 
$350 million. The major 
contributor to BCE Mobile 
revenues, Bell Cellular, had 


a net increase in subscribers 
of 54,000, or 26 per cent 
year-over-year, despite the 
recession. Investments in 
network infrastructure 
continued, with the service 
area expanded to cover 
209,000 square kilometres, 
one of the largest cellular 
areas in the world. 

Although 1991 was a 
successful year, many 
challenges lie ahead. The 
North American economy 
appears to be improving 
slowly, and this will affect 
our performance again in 
1992. In addition, com- 
petitive pressures are grow- 
ing in all our businesses. 
While we enter 1992 in a 
solid position, in the dynamic 
world of telecommunications 
we must constantly strive for 
improvement. 

Our telecommunications 
interests offer enormous 
potential. A strong telecom- 
munications system is the 
key to economic progress for 
any country and essential to 
business competitiveness. 

The widely quoted study 
of Canadian competitiveness 
prepared by Michael E. 
Porter named Northern 
Telecom as one of a few 
Canadian firms competing 
globally on the basis of 


innovation. Characteristics of 
a successful competitor, 
according to the report, 
include a commitment to 
R&D, investment in new 
technology, and training and 
developing skilled 
employees. 

This competitive profile is 
typical of companies in the 
BCE family. Bell Canada has 
upgraded its network infra- 
structure steadily with state 
of the art digital and fiber 
optic equipment. BCE 
affiliates in Canada’s Atlantic 
provinces have overcome 
many natural obstacles to 
lay underground and under- 
sea fiber optic cables that 
complete Stentor’s (formerly 
Telecom Canada) nation- 
wide fiber optic network. 
Modern equipment is more 
productive, easier to install 
and maintain, and more 
reliable. It also permits value- 
added services on which to 
build earnings. 

Several BCE companies 
are involved in the develop- 
ment of what are called 
“personal communications 
services” (PCS) It is not yet 
clear what ultimate form 
and which standards PCS 
will eventually adopt, but 
BCE intends to be at the 
forefront. 


SA 


J.V.R. Cyr (right) 
L.R. Wilson 


Throughout the BCE 
group, improvements have 
been made in management 
and organization. Good 
management means invest- 
ment in skilled, motivated 
employees. BCE companies 
have a long-standing 
reputation for encouraging 
employees to improve their 
education and training and 
to formulate career goals. 
The result is a level of 
employee dedication and 
competence which is second 
to none. 

As telecommunications 
become more and more 
important in the economic 
performance of a country or 
a business, products and 
services come under more 
competitive scrutiny. Custom- 
ers weigh cost against 
performance and compare 
suppliers, treating telecom- 
munications as they would 
any other supplier’s product. 
Relationships between 
Operating companies, manu- 
facturers and customers, 
therefore, are changing. 

As a result, increased 
competition is developing 
not only in equipment, but 


also in a broad range of 
services. And this com- 
petition is no longer only 
Canadian or even North 
American. International 
standards, global networks 
and the rapid pace of tech- 
nological innovation mean 
that national frontiers no 
longer define the market. 

For an international group 
like BCE, globalization 
Opens up many new oppor- 
tunities. Investments abroad 
can strengthen the corpora- 
tion, both in terms of people 
and product development, 
and of new sources for 
growth and profits. 

While large by Canadian 
standards, BCE is relatively 
small when compared with 
many other American, 
European or Asian telecom- 
munications groups. Our 
major advantage, other than 
a recognized reputation for 
quality, is that our com- 
panies are involved in 
virtually every facet of the 
telecommunications busi- 
ness: service, manufacturing, 
mobile communications and 
consulting. 

Often, we lack the muscle 
of some of the larger com- 
petitors in this business. We 
will not, however, pursue 
new investments in higher- 
risk developing nations at 
prices which do not permit 
the prospect of a fair return. 


To build BCE internation- 
ally, we will aggressively 
pursue appropriate oppor- 
tunities, forming strategic 
alliances with other inter- 
national companies where 
possible. Our international 
investments and consulting 
projects are administered by 
BCE Telecom International, 
which calls on the expertise 
resident in all BCE 
companies. 

There is no doubt that 
the future, in Canada and 
abroad, belongs to com- 
panies with a strong tech- 
nological base, a market big 
enough to foster innovation, 
and the necessary human 
and financial resources. 
This is why, within Canada, 
members of Telecom Canada 
have reorganized into a 
stronger, more effective con- 
sortium called Stentor. 

Within BCE, we have 
taken steps to streamline our 
management organization, 
to improve our competitive 
position by providing 
stronger corporate support to 
our component companies. 
Telecommunications invest- 
ments are now organized in 
three groups: BCE Canadian 
Telecom, BCE Telecom 
International and BCE 
Directories. 

J.V. Raymond Cyr, chair- 
man and CEO of BCE, is 
chairman of the Canadian 
Telecom group. L.R. Wilson, 
president and chief 
operating officer of BCE, 


is chairman of both the 
BCE Directories and BCE 
Telecom International groups. 

Jean C. Monty, chairman 
and CEO of Bell Canada, 
is president and CEO of 
Canadian Telecom. 

Jacques B. Bérubé, for- 
merly executive vice- 
president, Quebec Region, at 
Bell Canada, joined BCE in 
July as group vice-president, 
telecom international, and is 
president and CEO of BCE 
Telecom International Inc. 

Thomas J. Bourke is 
group vice-president, direc- 
tories, and president and 
CEO of the BCE Directories 
group. He is also president 
and CEO of Tele-Direct 
(Publications) Inc., a BCE 
subsidiary. 

Gerald T. McGoey joined 
BCE in June as executive 
vice-president and chief 
financial officer. He is a 
chartered accountant with 
broad financial management 
experience and was pre- 
viously president of Oxford 
Enterprises Inc., a real estate 
development company. 

In September, Bernard 
Grégoire was appointed 
vice-president, corporate 
affairs. He has considerable 
experience in both the 
public and private sector 
and was vice-rector, public 
affairs, of Université de 
Montréal prior to joining BCE. 


BCE’s strategy in the im- 
mediate future is to continue 
refining our corporate focus, 
divesting non-core interests 
and improving profitability. 
In a longer perspective, we 
will expand our role on the 
international market, with 
the goal of becoming a 
strong global contender. 
These are major tasks, but 
BCE is in a good position 
to achieve them. 

Finally, the continued 
success of BCE depends on 
the loyalty, skills and 
dedication of those who 
work in the offices, manu- 
facturing plants and labora- 
tories of BCE companies in 
North America and abroad. 
We look forward to the 
future with confidence. 


}. Weds, a 


J.V. Raymond Cyr 
Chairman of the Board and 
Chief Executive Officer 


L.R. Wilson 
President and 
Chief Operating Officer 


February 26, 1992 


Telecommunications 
services 


The Bell Institute of 


Professional 
Development offers some 
700 courses for 
employees. Here, 
engineers study 
“engineering 
economics”, to judge 
when it is economically 
opportune to replace or 


upgrade equipment. 


Source of operating 
revenues — Bell Canada 1991 
(%) 


Local & access services 
™ Toll & network services 


~ Terminal, directory 
advertising, etc. 


The new VISTA family 
of telephone terminals, 
to be introduced in 
1992, work with 
powerful new network 
services such as Call 
Management Service 
(CMS) and TeleMessage 
Service (IMS). 


Canadians benefit from 
virtually universal access to 
one of the best telecom- 
munications systems in the 
world. BCE subsidiaries or 
affiliated companies provide 
telecommunications services 
to some 19 million people or 
70 per cent of the Canadian 
population, over an area 
covering some 7.5 million 
square kilometres. 

The BCE telecommunica- 
tions services companies 
contributed $982 million to 
BCE’s earnings in 1991, 
an increase of 2.8 per cent 
over 1990. The ongoing 
recession affected revenues, 
but network modernization, 
increased efficiency and im- 
proved services have all con- 
tributed to improved earnings. 
Sustained efforts brought 
notable success to Northern 
Telephone Ltd., Teélébec Ltée 
and Northwestel Inc. 

BCE also owns 22.2 per cent 
of Teleglobe Inc., whose 
wholly owned subsidiary 
Teleglobe Canada Inc. 
ensures Canada’s overseas 
telecommunications. Through 
Bell Canada and its other 
telecom investments, BCE 
has a 27.5 per cent interest 
in Telesat Canada, which 
transmits Canada’s satellite 
communications. 

BELL CANADA 

Bell Canada provides 
advanced voice, data and 
image communications to 


nearly seven million 
customers in the provinces 
of Ontario and Quebec and 
the eastern Arctic. In a 1991 
national independent Gallup 
poll, Canadians named Bell 
Canada as the country’s best 
corporate citizen. 
1991 financial results 
Bell Canada contributed 
$914 million to BCE’s con- 
solidated net income 
($2.97 per share), virtually 
unchanged from the 
$901 million ($2.97 per 
share) contributed in 1990. 
The company had operating 
revenues of $7,729 million, 
up one per cent over 
$7,655 million in 1990. 
Local and long distance 
services provided approxi- 
mately 82 per cent of Bell 
Canada’s 1991 operating 
revenues, compared with 
81 per cent last year. Local 
and access service revenues 
increased by six per cent 
to $2,575 million in 1991; 
the increase last year 
was seven per cent. Toll 
Cong distance) and net- 
work services revenues 


Bell Canada 
successfully tested 
Megalink, an 
application of 
ISDN, in 
cooperation with 
Apple Canada in 
July 1991, linking 
Apple’s head office 
in Markham, 
Ontario, shown 
here, with 


downtown Toronto. 


Bell Canada uses 
recycled or regenerated 
oil for its fleet of 
12,000 vehicles, a 
program Mario 
Beaudoin and 
Jean-Francois Poisson 
helped develop. 

Bill Richard developed 


a program for 


recycling tires. 
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decreased by one per cent 
to $3,738 million, compared 
with an increase last year of 
five per cent. 

At year-end, Bell Canada 
had nine million network 
access lines in service, a 
2.6 per cent increase over 
8.8 million in 1990. 

Bell Canada has approxi- 
mately 54,600 employees. 
Assets at year-end were 
$17,163 million. Return on 
equity was 12.9 per cent 
in 1991, compared with 
1552 per centing 1900! 
Improvements to network 

The new era of globalized 
high-performance telecom- 
munications means major 
readjustments for telecoms 
everywhere. In order to 
maintain leadership, the 
“Bell Vision” aims to offer 
customers lower rates, a 
stream of new services and 
evolution of technology. 

Ambitious goals are pos- 
sible because Bell Canada 
has made major investments 
in improving its infra- 
structure. Capital investment 
on equipment and facilities in 
1991 was some $2.3 billion; 
in the five years between 
1991 and 1995, Bell Canada 
forecasts spending some 
$11 billion. 

At the end of 1991, all 
Bell Canada’s long distance 
lines and two-thirds of local 
lines were served by digital 
equipment; by the end of 
1995, more than 90 per cent 
of the network will be 
digital. Digital equipment is 
less expensive to buy, install, 
maintain and expand, while 
offering far greater capacity 
and capabilities. Powerful 
new services sending image, 
data and video over the 


public telephone system are 
made possible by fiber optic 
transmission, along with 
deployment of Common 
Channel Signaling System 
no. 7 (CCS7), a digital 
network overlay that vastly 
increases signaling speed. 
Competitive environment 

Local rates for Bell Canada’s 
customers are among the 
lowest in the industrialized 
world. Low local rates have, 
in effect, been subsidized 
by relatively high rates for 
long distance and business 
services. However, modern 
global technology means 
businesses can increasingly 
circumvent Bell Canada if 
they find costs too high. 
The challenge is to retain 
business customers by 
reducing their telecommu- 
nications costs, while main- 
taining low-cost local 
service. 

In the second quarter of 
1992, the Canadian Radio- 
television and Telecommuni- 
cations Commission (CRTC) 
is expected to decide on 
applications for competitive 
long distance service filed by 
Unitel Communications and 
B.C. Rail/Lightel (BCRL). 
Regardless of the outcome 
of this case, Bell Canada 
will maintain leadership 
in a competitive global 
environment. 

In 1991, Bell Canada im- 
plemented some $70 million 
in long distance rate reduc- 
tions. More reductions will 
be made with the goal of 
reaching parity with U.S. 
long distance rates for large 
and medium-sized customers 
by 1996. Leading-edge 
services and price packages 
such as 800 Service, WATS, 


Bell Canada highlights 


($ millions) 

Operating revenues 

Net income 

Total assets 

Gross capital expenditures 
Number of employees 


Network access services (thousands) 
Message Toll Services messages (millions) 


Megastream, Advantage, 
DataPac and FaxCom are 
continually being introduced. 
New services for businesses 
stress convenience and cost 
effectiveness. 

Two new business services 
based on Integrated Services 
Digital Network (ISDN) have 
been filed with the CRTC. 
ISDN increases the speed 
and capacity of a network 
for carrying data and image 
information, in addition 
to voice. Megalink is for 
medium and large businesses 
with digital PBXs, host com- 
puters and sizeable data 
applications. Microlink gives 
small and medium as well 
as large businesses access 
to a range of new business 
applications from the desktop. 


1991 1990 
7,729 7,655 
986 966 
17,163 16,605 
2,295 2,343 
54,632 56,530 
9,024 8,798 
1,758 1,702 


New services to the home 

Advanced technology has 
also brought extraordinary 
services to the home. Call 
Management Service (CMS), 
introduced in mid-1990, 
offers a range of services 
including Call Display, Call 
Screen: Call Trace and Call 
Return. 

The first TeleMessage 
Service (TMS) product, Call 
Answer, was announced in 
1991. When the telephone is 
not answered or busy, Call 
Answer routes the call to a 
voice mailbox, where callers 
are invited to leave a mes- 
sage. Another TMS service, 
Family/Extension Call 
Answer, will be introduced 
inv 1992: 


Personal communications 
services (PCS) 

PCS will make the tele- 
phone far more convenient. 
People will carry a light- 
weight, cordless telephone. 
A personal number will 
mean that a subscriber can 
choose to be reached any- 
where anytime. A personal 
agent will route calls and 
take messages. 

Bell Canada conducted 
eight business trials of 
various wireless systems in 
1991 to determine which 
standard will best meet the 
needs of all customers in 
office, home and public 
environments. More trials 
are planned in 1992. An 
eight-month test of the 
personal number and agent 
began in early 1992 in 
Ottawa/Hull. 


Telecommunications services — BCE investments in Canada 


New Brunswick 
Telephone was the first 
telecom in Canada to 
introduce Call 
Management Service 
(CMS). Peter Otis of 
Norton, New Brunswick, 
a potash miner who 
works an evening shift, 
uses CMS to manage 


family telephone calls. 


percentage ownership 


= Northwestel Inc. 100 
B Bell Canada 100 
& Northern Telephone 

Limited 99.9 
@ Télébec Ltée 100 
@ Bruncor Inc. 

(The New Brunswick 

Telephone Company, 

Limited) 32.0 
~ Maritime Telegraph 

and Telephone 

Company, Limited 33.6 
The Island | subsidiary 

Telephone Company of MT &T 

Limited 
* NewtTel Enterprises 

Limited (Newfoundland 

Telephone Company 

Limited) 55.0 
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NORTHERN TELECOM 

During 1991, Northern 
Telecom Limited made 
significant strides in global 
markets. Leading-edge fiber 
optic and digital products 
were brought to market. or 
announced. The purchase of 
the British manufacturer STC 
PLC, finalized in early 1991, 
strengthened the company’s 
position. 

Northern Telecom, of which 
BCE owns 52.8 per cent, is 
a world leader in the 
development, manufacture 
and marketing of telecom- 
munications equipment. It is 
the leading global supplier 
of fully digital switching 
systems. 

The company has taken a 
lead in fiber optics, which per- 
mit much faster and higher 
Capacity transmission. A 
complete line of FiberWorld 
switching, access and trans- 
mission equipment will be 
on the market by the end 
of 1992. 


The S/DMS 
TransportNode, 
manufactured in 
Ville Saint-Laurent, 
Quebec, has four 
times the capacity 
of standard 
transport systems. 
Some 85 of these 
are being deployed 
in Stentor’s 
(Telecom Canada) 
SONET route, the 
longest in the 


world. 


Northern Telecom sells 
products in more than 
80 countries and operates 
some 55 manufacturing 
plants in 10 countries. 
Worldwide, it employs 
some 57,000 people, prin- 
cipally in Canada and the 
United States, but also in 
the United Kingdom and 
around the world. 

As most of its earnings 
and net assets are 
denominated in U.S. dollars, 
Northern Telecom reports in 
this currency. Net earnings 
applicable to common shares 
for 1991 were US $497 mil- 
lion, up 14 per cent over 
the US $436 million reported 
in 1990. Revenues for 
1991 were US $8,183 million, 
up) Zlsper cent ever 
US $6,769 million in 1990. 

The contribution to BCE’s 
consolidated net income, 
in Canadian dollars, was 
$299 million ($0.97 per share), 
an increase of 11 per cent 
over the 1990 contribution of 
$270 million ($0.89 per share). 

Sales outside North America 
represented 26 per cent 
of total revenues compared 
with 13 per cent in 1990. 
Sales in the United States 
accounted for 50 per cent 
of revenues, compared with 
55 per cent last year, while 
sales in Canada accounted 
for 24 per cent of revenues 


Northern Telecom - 
Source of revenues by 
location of customer 
(%) 


International 
@ Europe 
BUSA 
@ Canada 


Northern Telecom DMS 
and PBX switches are 
installed in Moscow, 
where they will link 
selected international 
hotels, via microwave 
and satellite, with the 
outside world under the 
SOVINTEL joint venture. 


COBUHTEA 


Telecommunications 
equipment 
manufacturing 


This one 


reprogrammable 

S/DMS AccessNode line 
card, held by Fred 
Meyer of BNR’s Meriline 
laboratories in Ottawa, 
can provide about 

95 per cent of the 
Services in 


Bell Canada’s portfolio. 


in 1991, compared with 

32 per cent last year. 
Canadian revenues declined 
due to the recession and 
because Canadian federal 
sales tax is no longer 
included in revenues, 


following a change in tax law. 


Northern Telecom’s long- 
range goal, expressed as 
Vision 2000, is to achieve 
global leadership in tele- 
communications. Northern 


STC Submarine Systems 


won worldwide 

orders totalling some 

US $600 million in 1991. 
This cable-laying ship 

at the STC plant in 
Portland, Oregon, 

is bound for Japan. 


Telecom estimates that 
by the year 2000, the global 
telecommunications 
equipment market will 
be $200 billion, versus 
$120 billion today. 
Public networks 

The backbone of Northern 
Telecom’s public networks 
product line is the DMS 
(Digital Multiplex System) 
switch, which routes calls for 
public telecommunications 


systems. The DMS family 
ranges from DMS-10 
switches for small cities or 
rural areas, to DMS-300 
gateway switches used to 
route traffic internationally. 
The S/DMS SuperNode 
switch, based on fiber optic 
transmission, substantially 
increases the speed and 
capacity for routing calls. 
Owners of older DMS 
switches can upgrade to 
S/DMS SuperNode as their 
requirements expand. 
Eventually almost all DMS 
switches worldwide will be 
upgraded as telephone 
companies begin to offer 
services requiring more 
powerful software. 
Northern Telecom is a 
leader in applications of 
Common Channel Signaling 
System no. 7 (CCSP)man 
intelligent network archi- 
tecture which uses special 
signaling for call setup and 
routing over the public net- 
work. Telephone companies 
so equipped can offer a host 
of advanced services. 
Major DMS sales 
Important sales of DMS 
switches were made during 
the year to the: P i iclecena 
Netherlands; Deutsche 
Bundespost Telekom; the 
Japanese telecommunica- 
tions company INTEC; 
Microtel Communications 
Limited in England; 
Telefonos de Mexico 
(Telmex); Cidecom Cellular 
in Chile; and Telecom 
Australia. In eastern Europe, 


Northern Telecom highlights 


(US $ millions) 
Operating revenues 
Net income 

Total assets 

Capital expenditures 
Number of employees 


switches were sold to the 
consortium SOVINTEL, which 
is setting up telecommunica- 
tions links in Moscow, and to 
the Azerbaijan Ministry of 
Telecommunications. 

In the United States, 
Northern Telecom won a 
contract to install DMS 
switches to upgrade some 
four million telephone lines, 
as part of a US$1.05 billion 
network modernization 
program announced by 
Ameritech Corporation. 
Ameritech’s five operating 
companies serve Illinois, 
Indiana, Michigan, Ohio and 
Wisconsin. 

Northern Telecom will also 
modernize some two million 
lines in the network of 
Southwestern Bell Telephone 
Company. 

STC Submarine Systems, a 
unit of Northern Telecom 
Europe Limited, manufactures 
undersea transmission cable 
systems that link continents. 
During the year, STC Sub- 
marine won contracts to 
supply an undersea fiber 
optic cable from Denmark 
to Saint Petersburg; to link 
Djibouti, Bombay and 
Colombo, as part of the 
world’s longest fiber optic 
submarine system; and to 
build a submarine cable 
system running across the 
Gulf of Thailand, in a joint 
venture with a Thai partner. 


1991 1990 
8,183 6,769 
515 460 
9,534 6,842 
514 442 
57,059 49,039 


Private networks 

The Meridian PBX (private 
branch exchange) system 
for routing calls in private 
networks for business or 
government is used in some 
80 countries. The Meridian I 
product family has a common 
hardware platform which 
can be adapted to conditions 
anywhere in the world by 
adding appropriate software. 
In 1991, introduction of an 
Option 11 product extended 
Meridian’s market to small 
businesses with as few as 
30 lines. At the upper end of 
the scale, a Meridian net- 
work serving the German 
company BASF AG has 
28,000 extensions handling 
250,000 calls daily. 

Northern Telecom is a 
world leader in data packet 
switching, which links large 
private telecommunications 
systems worldwide. More 
than 80 Northern Telecom 
DPN-100 networks are 
installed worldwide. The 
DPN-100 family was im- 
proved this year with new 
software which increases 
its connectivity Options, as 
well as capacity and 
management capabilities. 

In addition, frame relay 
technology is becoming 
widely accepted. DataSpan, 
Northern Telecom’s frame 
relay service, was shipped 
to DMS-100 customers for 


trial during the year. With 
DataSpan, an organization 
can connect local area net- 
works, terminals and host 
computers located in dis- 
persed sites into a wide area 
network over economical 
public telephone lines. 
Wireless networks 
Northern Telecom is 
developing a strong cellular 
product line led by the 
DMS-MTX SuperNode, the 
largest capacity cellular 
switching system in the 
world. Many mobile cellular 
telephone system operators 
are expected to begin 
converting to digital radio 
technology in 1992. The 
DMS-MTX Digital Ready 
switch will allow cellular 
service providers to add 
support for digital without 
sacrificing analog support. 
In the near future, 
portable low-power wireless 
telephones are likely to be 
one wave of growth. A sys- 
tem enabling office workers 
to carry telephone handsets 
as they move through 
their workplace will be the 
first offering in Northern 
Telecom’s new personal 
communications services 
(PCS) line, to be launched 
in 1992: 


Northern Telecom plans to 


supply a complete range of 
wireless products for public 
and private PCS networks in 
markets around the world. 


These products will conform 


to all recognized national 
and international standards. 


The Home Club retail 


warehouse chain 


ordered the new 
Meridian I Option 11 
PBX for many stores, 
including this one in 
Redding, California. 
Option 11 offers 
advanced features to 
businesses with 

30 to 200 lines. 


Research and 
development 


A wireless 


communications system 
will permit users to be 
contacted as they move 
around the workplace. 
This system, based on 
BNR/Motorola 
technology, is being 
tested here by Stephen 
Rayment, senior 
manager at BNR’s 
facility in Nepean, 
Ontario. 


Consolidated R & D 
expenditures 
($ millions) 


1000 


87 88 89 90 91 


BCE total 
@ BNR portion 


NT Optoelectronics, in 
Paignton, England, won 
its third Queen’s Award 
for Industry in 1991. 
Steve Gardner, principal 
product engineer, tests a 


laser transmitter for the 


next generation of 


submarine systems. 
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Strong emphasis on 
research and development 
has given BCE companies 
the capability to maintain 
long-term leadership. BCE’s 
R&D programs are highly 
productive and cost-effective, 
bringing fully tested, robust 
products swiftly to the 
market, at competitive prices. 

As a group, the BCE com- 
panies invested $1.2 billion 
in R&D during 1991, com- 
pared with $1 billion in 1990. 
The largest expenditures 
were made by Northern 
Telecom, at US $948 million, 
and Bell Canada at 
$132 million. 

In becoming a world 
leader, Northern Telecom 
has been a front-runner in 
investing in R&D. In 1991, 
11.6 per cent of revenues 
was spent on R&D, com- 
pared with 11.4 per cent of 
revenues in 1990. While the 
amount of money spent 
on R&D is expected to rise 
in future, the amount as 
a percentage of revenues 
should remain steady. 

Bell Canada has 
announced plans to spend 
some $2 billion on R&D 
between 1992 and 2002, 
compared with more than 
$1 billion during the decade of 
the 80s. Since the establish- 
ment of Bell-Northern 
Research Ltd. in 1970, Bell 
Canada has invested about 


two per cent of its total 
operating revenues in R&D. 
BELL-NORTHERN 
RESEARCH . 
The bulk of BCE’s invest- 
ment in R&D is managed 
by Bell-Northern Research 
Ltd. (BNR), which is owned 
70 per cent by Northern 
Telecom and 30 per cent by 
Bell Canada. Headquartered 
at Nepean, Ontario, near 
Ottawa, BNR is Canada’s 
largest R&D institution, public 
or private. Expenditures 
worldwide, including integra- 
tion of the R&D organization 
of STC PL@Momlled 
US $834 million in 1991. 
BNR employs some 
8,000 people in Canada, 
the United States and the 
United Kingdom. Labora- 
tories and offices are linked 
by one of the world’s most 
advanced private telecommu- 
nications networks. During 
the year, BNR announced a 
new facility at Kichijoji, near 
Tokyo, to develop products 
for customers in the Asia/ 
Pacific region. 


Computers will in 
future recognize 
complex spoken 
commands, here 
shown as sound 
waves. Matthew 

Lennig, manager of 
BNR’s speech 
recognition 
laboratory at Nuns’ 
Island, Montreal, 
accepted Stentor’s 

(Telecom Canada) 

research prize for 


this work. 


Al Crowle, John Peterson 


and David Graves, at 
Research Triangle Park, 
North Carolina, 
invented a “board- 
duster” to test electronic 
circuit boards 

produced without 
chlorofluorocarbons, 
which deplete the Earth’s 


ozone layer. 
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During 1992, BNR 
researchers will move into 
major new laboratory spaces. 
The $100 million Lab 5 in 
Ottawa will be finished in 
June 1992, and a new 
laboratory in Richardson, 
Texas, will be fully occupied 
by the same date. At Nuns’ 
Island, Montreal, a new 
laboratory will increase 
space by some 60 per cent. 


Directions in product 
development 

The recent trend with 
sophisticated products is, 
paradoxically, towards 
simplicity. Modern telecom- 
munications, supported by 
powerful computers and 
highly refined software, 
are simplifying life for 
customers. 

The new VISTA telephone 
terminal, for example, 
provides access to all Call 
Management Service 
features. Its display screen 
helps users access VISTA’s 
features through “prompts,” 
making instruction manuals 
unnecessary. The new 
S/DMS AccessNode permits 
upgrades or changes in 
switch functions from a 
central office, rather than 
on-site. Personal communi- 
cations, a major new area of 
BNR research, will someday 
make “tethered telephoning” 
seem burdensome. 

Breakthroughs are con- 
tinuing in the cost and 
performance of key tech- 
nologies such as computing, 
optoelectronics (laser tech- 
nology), integrated circuits 
and digital signal processing. 
Functions of many network 
elements are integrated 
into fewer products, simpli- 
fying the infrastructure and 
dramatically cutting costs for 
installation, administration, 
maintenance and operations. 
Fiber optics 

Fiber optics have multi- 
plied the information- 
carrying capacity of the 
network infrastructure. 


FiberWorld products — 
S/DMS SuperNode, S/DMS 
AccessNode and S/DMS 
TransportNode — increase 
switching and transmission 
capacity 3,000-fold. The 
FiberWorld network infra- 
structure is controlled by 
software, which ensures 
easier introduction of new 
services, lower operating 
costs, greater reliability and 
more efficient network 
management. 

The bidirectional ring struc- 
ture of fiber optic network 
architecture, as compared 
with older point-to-point 
configuration, makes net- 
works more reliable. In 
the event of a breakdown, 
traffic is immediately re- 
routed around the ring and 
the network “heals” itself 
in milliseconds. 

Telecommunications 
companies are expected 
to upgrade gradually to 
cost-effective FiberWorld 
products. Even when con- 
nected to older equipment, 
FiberWorld improves net- 
work capacity and reliability. 
Advanced intelligent 
network 

Another element of the 
evolving technology is the 
advanced intelligent network 
architecture. This consists of 
a very fast signaling system 
(Common Channel Signaling 
System no. 7) and network 
databases. Any switch in 
the network can access the 
database instantaneously. 
Current applications of the 
intelligent network include 
Enhanced-800 service and 
nationwide automatic credit- 
card services. 


Personal communication 
services (PCS) 

PCS recognizes that people 
need to initiate and receive 
phone calls, faxes and other 
services wherever they hap- 
pen to be. Through PCS, 
phone numbers are assigned 
to people, rather than to tele- 
phone sets, and the power 
of the network is used to 
transfer communications to 
wherever the person is. 
Although PCS is feasible on 
both wireline and wireless 
networks, it is most useful 
with pocket-size wireless 
phones that automatically 
inform the network of their 
location. 

In combination, FiberWorld, 
the advanced intelligent 
network and PCS provide a 
powerful new technology 
platform for a new genera- 
tion of advanced telecom- 
munications services. In the 
near future, for example, 
people will set up full-colour 
videoconferences as easily as 
they place a phone call today. 
Industry standards 

BNR and Northern 
Telecom have played leading 
roles in promoting inter- 
national industry standards 
that allow computers and 
products from many manu- 
facturers to be linked into 
global networks. These 
standards include Integrated 
Services Digital Network 
(ISDN) and Synchronous 
Optical Network (SONET) 
for fiber optic systems. 
Product development 

BNR is market-oriented, 
transforming leading-edge 
technology rapidly into high- 
quality products and services 
that meet customer needs. 


For example, BNR in 1991 
completed development of a 
SONET-compatible digital 
microwave radio system, 
less than two years after the 
SONET standard was created. 
The new product, to be mar- 
keted in 1992, can handle 
44,000 simultaneous con- 
versations, twice the capacity 
of previous long-haul systems. 
It is extremely cost-effective 
in delivering advanced voice, 
data and video services, 
especially over difficult 
terrain. 

Education 

BNR maintains close links 
with educational institutions 
to gain new ideas, to assist 
university faculty and to hire 
the best engineers and 
scientists. 

In 1991, BNR hired more 
than 200 graduating Canadian 
university students, and 
provided part-time jobs for 
more than 800 students. In 
high schools, a pioneering 
project begun in 1986 brings 
students, teachers and R&D 
professionals together to 
encourage careers in science 
and engineering. 


Researchers at BNR refer 


to “excellence 
storyboards” that outline 
initiatives which 
improve quality. 
Prominently displayed 
storyboards spread new 
ideas throughout the 


organization. 
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BCE Telecom International 
Inc., a wholly owned sub- 
sidiary, administers most of 
BCE’s international operating 
and investment activities. 
BELL CANADA 
INTERNATIONAL 

Bell Canada International 
(BCD is BCE’s international 
telecommunications consul- 
ting arm. For more than 
20 years, BCI has provided 
expertise to companies and 
governments abroad. 

The expansion and 
modernization program in 
the Kingdom of Morocco, 
launched in 1988, provides 
for installation of 300,000 
digital telephone lines. At 
the end of 1991, BCI had 
completed installation of 
Northern Telecom DMS-100 
switching equipment in 
Casablanca, Marrakech and 
Safi, involving a total of 
130,000 lines. 


In Casablanca, 
Alfred Légaré of 
BCI, right, and 
Moutaouakkil Kebir, 
of the Moroccan 
National Post and 
Telecommunications 
Office, use a DISC 
surveillance and 
management system 
to monitor the 


switching network. 


In October, BCI signed its 
first contract with PEMEX 
(Petroleos Mexicanos), 
which has Mexico’s largest 
private telecommunications 
network and required a 
study of the economic 
viability of converting to a 
fully digital network. BCE 
Telecom and BCI are also 
participating in the establish- 
ment of cellular telephone 
networks in Mexico. 

BCI Incorporated and its 
sister company, Protocol 
Telecommunications Ser- 
vices, Inc., headquartered in 
Chantilly, Virginia, provide a 
range of telecommunications 
services, notably packet 
networking, voice and radio 
transmission and telephone 
switching. 

TELECOM INVESTMENTS 
New Zealand 

BCE holds a 25 per cent 
share in CLEAR Communica- 
tions Limited, which provides 
competitive national and 
international telecommunica- 
tions services in New Zealand. 
CLEAR began offering private 
line services in January 1991, 
then in May launched 
national and international 
long distance services. 
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BCE Telecom 
International Inc. 


Videotron Corporation 

BCE has a 30 per cent 
share in Videotron Corpora- 
tion Limited, a British com- 
pany which has 12 cable 
television and telecommuni- 
cations franchises, primarily 
in greater London as well as 
Southampton. The potential 
market is some 1.2 million 
households. In early 1992, a 
$128 million financing was 
announced that will permit 
expansion of the cable 
network. 

BCE telecommunications 
specialists are working 
with Videotron Corporation 
to install a public tele- 
communications network 
in Southampton and in 
West London. The city of 
Southwark has agreed to an 
initial contract to install a 
private telephone network. 
Printing operations 

BABN Technologies Inc. 
prints lottery tickets in 
Canada, the United States 
and, through a joint venture, 
Australia. In 1991, BABN 
won new contracts including 
a five-year contract with 
Loto-Québec and a new 
three-year contract with the 
Pennsylvania state lottery. 

The Case-Hoyt Corpora- 
tion of Rochester, New York, 
is a high quality commercial 
printer (e.g., of this annual 
report). The company 
is consolidating its opera- 


Videotron Corporation tions at one plant and has 
has cable distribution upgraded its printing equip- 
franchises in the ment to reduce costs and to 
United Kingdom. improve operating efficiencies. 


It also provides other 
telecommunications 
services, including 


telephone networks. 
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BCE Directories group 

BCE directory companies 
do business in Canada, the 
United States and overseas. 
In 1991, the net income of 
the BCE Directories group 
was $87 million, equivalent 
to $0.28 per BCE common 
share. 

Tele-Direct (Publications) 
Inc., a wholly owned sub- 
sidiary with revenues of 
$505 million in 1991, provides 
directory services throughout 
Bell Canada’s operating ter- 
ritory. Tele-Direct (Services) 
Inc. produced an additional 
$40 million of advertising 
revenues under contracts with 
46 independent Canadian 
telecoms. 

Tele-Direct Services Middle 
East Limited has joint venture 
agreements in the United 
Arab Emirates, Bahrain and 
Oman and in 1992 will 
publish Yellow Pages for 
Cairo and Alexandria, Egypt. 

National Telephone 
Directory Corporation and 
Penn-Del Directory Corpora- 
tion have exclusive long- 
term directory sales contracts 
with New Jersey Bell, Bell 
of Pennsylvania and the 
Diamond State Telephone 
Company of Delaware. 1991 
U.S. advertising sales were 
US $550 million. 

BCE is participating in 
Pacific Access, a joint ven- 
ture to market and compile 


telephone directory advertis- 
ing for all of Australia’s 


Yellow Pages directories. 


Companies of the BCE 
Directories group provide 
telephone directory services, 
including Yellow Pages, in 
Canada, the United States, 


the Middle East and Australia. 


BCE Mobile Communica- 
tions Inc., which holds BCE’s 
Canadian mobile telecom- 
munications interests, is at 
the forefront of this industry. 

At year-end, BCE owned 
65.5 per cent of BCE Mobile. 
In 1991, the BCE Mobile net 
loss was $19 million; in 
1990, the net loss was 
$21 million. Results reflect 
a change in depreciation 
policy for pagers, which 
increased the loss in each 
year by some $1 million. 
BCE realized gains of 
$54 million in 1991 and 
$44 million in 1990 as a 
result of the issue 
of common shares by 
BCE Mobile to the public. 

BCE Mobile revenues 
were $350 million in 1991, 
compared with $327 million 
in 1990, a seven per cent 
improvement. Cash flow per 
share was $0.86 in 1991, 
compared with $0.83 in 1990. 
Bell Cellular 

The Bell Cellular network 
is one of the world’s largest: 
209,000 square kilometres 
reaching from the Quebec/ 
New Brunswick border to 
Windsor, Ontario. It covers 
some 90 per cent of the 
population of Ontario and 
Quebec. In addition, the 
CellNet Canada association 
of cellular companies pro- 
vides coverage virtually 


Mobile 
communications 


terminal similar to this 


prototype. Targeted BCE Mobile organized 


users include trucking North America’s most 
personal cordless 
telephone services, 
conducted at Milton, 


near Toronto. 
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comprehensive trial of 


coast-to-coast along the 
TransCanada Highway. 

At year-end, Bell Cellular 
had 263,000 subscribers, up 
26 per cent from last year, 
and the network handled on 
average some two million 
calls a day. The company 
spent some $120 million to 
expand and improve its 
network during the year. 

Bell Cellular services con- 
tributed $288 million to BCE 
Mobile’s consolidated reve- 
nues in 199 an) per cent 
increase over $242 million 
in 1990. 

Personal cordless 
telephones 

BCE Mobile is pursuing 
digital cordless technology 
with a view to offering ser- 
vice once the federal Depart- 
ment of Communications 
announces government policy 
and standards, expected 
Ino; 

During the year, BCE 
Mobile completed field trials 
in Montreal, Toronto, Regina, 
Halifax and Edmonton. 

An extensive trial in Milton, 
Ontario, was supported 

by several other Canadian 
telecoms. 

National Pagette 

BCE Mobile’s message 
management service provider, 
National Pagette, offers 
telephone answering and 
paging widely in Canada. 

At year-end, 121,000 pagers 
were in service, compared 


with 111,000 last year. Figures 
are restated to reflect the 1991 
sale of National Pagette’s 
British Columbia operations. 
Bell Radiocommunications 

Bell Radio designs and 
markets private and shared 
radio systems in Quebec 
and Ontario. Contracts from 
government and major 
corporate clients declined 
due to the recession, but 
costs also fell, while a 
restructuring completed 
early in the year improved 
performance. 
Skytel Communications 

Skytel, a pioneer in air-to- 
ground telecommunications 
in Canada, is completing 
installation of the new 
Seatfone technology on 
most of the Air Canada fleet. 
Seatfones permit air-to-ground 
telephone calls to anywhere 
in the world from flights 
within North America. 
Bell-Ardis 

Bell-Ardis operates a 
trans-Canada mobile data 
radio network permitting 
real-time communication 
between a mobile or portable 
phone and a remote com- 
puter. In 1991, Bell-Ardis 
signed an agreement to pro- 
vide services to IBM Canada’s 
1,100 field personnel. 


Telesat Mobile Inc., 
in which BCE Mobile 
participates, will 
launch MSAT in 
1994. MSAT will 
provide mobile voice 
and data services to 
customers outside 
the range of standard 
cellular systems. 
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BCE places debt and 
equity issues in Canadian 
and international markets 
and is involved, through 
subsidiaries, in pension fund 
management for its em- 
ployees and in financial and 
trust services for the public. 


BIMCOR 

Bimcor, BCE’s pension 
fund management subsidiary, 
manages funds exceeding 
$8 billion. These include 
pension assets of BCE, Bell 
Canada, Northern Telecom 
and certain other BCE 
subsidiaries. 


MONTREAL TRUSTCO INC. 
Total corporate assets of 
Montreal Trust at year-end 
were $12.5 billion compared 
with $12.4 billion in 1990. 
Assets under administration 
were $51.4 billion, up 
19 per cent over $43.3 bil- 
lion at the end of 1990. 
Revenues were $1.5 billion, 
compared with $1.6 billion 
last year; net income was 
$42 million, compared with 
$65 million a year ago. 
Return on common equity 
was 6.9 per cent, compared 


Montreal Trust 
offers financial and 
trust services to 
individuals, 
businesses and 
organizations, 
concentrating on 
sectors where it has 
or can achieve a 
strong competitive 


position. 


with 13 per cent a year ago, 
and the return on assets was 
0.33 per cent, compared 
with 0.55 per cent in 1990. 

Profitability dropped in 
1991 due largely to provisions 
on non-performing loans, and 
to the reversal of accrued but 
unpaid interest on all loans 
over 90 days in arrears. 

In 1991, Montreal Trustco 
contributed $22 million 
($0.07 per share) to BCE’s 
consolidated earnings, 
compared with $44 million 
($0.14 per share) in 1990. 
Major business sectors: 

e Personal financial ser- 
vices include savings and 
chequing accounts, personal 
loans, RRSPs, mutual funds, 
residential mortgages and 
personal trusts. Retail deposits 
and investment certificates 
increased 8.1 per cent to 
$8 billion in 1991. The resi- 
dential mortgage portfolio, 
$4.2 billion at year-end, repre- 
sents 33 per cent of assets. 

¢ Financial operations 
include income property and 
corporate lending, repre- 
senting some 29 per cent of 
assets, as well as govern- 
ment lending and treasury 
operations. In 1991, the 
portfolio grew 6.5 per cent 
to $3.6 billion. 

¢ Corporate services 
deal with stock and bond 
transfer, employee benefits 


(including pension custody), 
corporate trust and structured 
investments. Acquisition of 
the corporate trust operations 
of Central Guaranty Trust 
further consolidates Montreal 
Trust’s position as Canada’s 
leading transfer agent and 
corporate trustee. 

e RoyNat is Canada’s 
largest private term lender 
specializing in small and 
medium-sized businesses, 
with assets of $1.9 billion at 
year-end. In 1991, RoyNat 
opened three branches in 
the United States. 

e Investment manage- 
ment services are offered 
through two affiliates, 
Montrusco Associates Inc. in 
Montreal and M.T. Associates 
Investment Counsel Inc. 
in Toronto, which together 
manage $5.5 billion, up 
14.6 per cent over 1990. Rev- 
enues increased 16.4 per cent 
to $13 million. 

¢ Real estate brokerage 
operates in the greater 
Montreal area. Commissions 
declined to $25 million from 
$50 million in 1990 due to 
the 1990 sale of real estate 
operations outside Quebec. 


A Canada-wide network 
of retail branches and 
automated banking 
machines, linked by 
advanced 
telecommunications 
technology, supports 
Montreal Trust's 
commitment to 
leadership in client 


Service 


Financial services 
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Financial review 


Net income 

BCE’s consolidated net 
income was $1,329 million in 
1991, $1,147 million in 1990 
and $761 million in 1989. 
After deducting preferred 
dividends, net income 
applicable to common shares 
was $1,235 million ($4.01 per 
common share) in 1991, 
$1,062 million ($3.50 per 
share) in 1990 and $724 mil- 
lion ($2.43 per share) in 1989. 

In each of these three 
years, there were various 
gains and losses on invest- 
ments which impacted the 
financial results. Gains 
resulted from sales of equity 
in BCE Mobile Communica- 
tions Inc. and TransCanada 
PipeLines Limited (TCPL) and 
were reduced by provisions 
for Kinburn and SHL 
Systemhouse Inc. (SHL) and 
the 1989 loss of $440 million 
from discontinued real estate 
operations. In 1991, gains 
totalled $54 million; in 1990, 
losses totalled $80 million; 
and in 1989 a gain of $91 mil- 
lion, before the loss from 
discontinued real estate 
operations. Notes 3 and 6 of 
the Notes to consolidated 
financial statements provide 
additional details. Excluding 
these net gains and losses, 
income applicable to com- 
mon shares would have been 
$1,181 million in 1991, 
$1,142 million in 1990 and 
$1,073 million in 1989. 

Earnings per share are 
based on 307.6 million 
average common shares 
outstanding in 1991, an 
increase of 1.3 per cent over 
303.8 million in 1990; the 
1989 total was 297.5 million 
shares. 


BCE Inc. 


Contributions to BCE’s 
net income 

BCE’s telecommunications 
subsidiaries increased both 
total operating revenues and 
net income in 1991 over 
1990. This was achieved 
despite the weak economy, 
which resulted in a softening 
of demand for telecommuni- 
cations services. 

BCE’s largest subsidiary, 
Bell Canada, increased its 
contribution to BCE’s net in- 
come to $914 million for 1991 
compared with $901 million 
for 1990 and $818 million for 
1989. 

Meanwhile, the contribu- 
tion from Northern Telecom 
increased by 10.7 per cent, to 
$299 million in 1991 from 
$270 million in 1990 and 
$220 million in 1989. 

TCPL contributed $41 mil- 
lion in 1991 compared with 
$66 million in both 1990 and 
1989. The reduced 1991 
contribution reflects the 
reduction in BCE’s ownership 
position to 21.9 per cent at 
December 31, 1991, com- 
pared with 49 per cent prior 
to October 1, 1990. 

Montreal Trustco Inc. con- 
tributed $22 million in 1991 
compared with $44 million in 
1990 and $37 million for the 
eight months after its acquisi- 
tion in April 1989. 


Telecommunications 
services 

Operating revenues of Bell 
Canada and other BCE tele- 
communications operating 
subsidiaries increased by 
$129 million, or 1.5 per cent, 
to $8,597 million in 1991. 

In 1990, operating revenues 
totalled $8,468 million, 

a 5.7 per cent increase of 
$457 million over the reve- 
nues for 1989. 

Operating revenues 
increased in 1991 partly 
because local and access 
services revenues rose by 
$158 million or 6.1 per cent. 
This improvement was due 
mainly to the growth in 
number and value of net- 
work access services and to 
higher volumes of service 
options and features. Slower 
growth in 1991 compared 
with 1990 reflects the weak 
economy. 


Network access services 
(thousands) 


The telecommunications 
services companies’ largest 
source of revenues, toll and 
network services, decreased 
by $34 million or 0.8 per cent 
in 1991 compared with 1990. 


This was due to the weak 
economy; increasing revenue 
losses from resale and sharing 
of private line services by 
resellers as allowed by the 
Canadian Radio-television 
and Telecommunications 
Commission (CRTC) in its 
March 1990 decision; and 
long distance rate reductions 
implemented by Bell Canada 
in late 1990 amounting to 
$70 million in 1991. By com- 
parison, toll and network 
services revenues rose by 
$190 million or 4.8 per cent, 
in 1990 and by $400 million 
or 11.4 per cent, in 1989. 

The number of message 
toll services (MTS) increased 
by 3.4 per cent in 1991, the 
slowest pace since the reces- 
sion in 1982. MTS messages 
increased by 7.4 per cent in 
1990, and by 16.5 per cent 
in 1989. 

Operating expenses of the 
telecommunications services 
companies increased by only 
$48 million or 0.8 per cent 
in 1991 compared with an in- 
crease of $308 million or 
5.2 per cent in 1990, and 
$722 million or 13.7 per cent, 
in 1989. Among other things, 
this positive trend reflects 
productivity gains and con- 
tinued considerable efforts 
by Bell Canada and its em- 
ployees to control costs, 
as well as lower growth in 
demand for telecommuni- 
cations services. 

In 1991 and 1990, depreci- 
ation expense increased due 
to higher average depreciable 
plant and equipment balances. 
Salaries and wages decreased 
slightly, in 1991 over 1990 


Message Toll Services 
(millions) 


due to Bell Canada’s induce- 
ments for early retirement 

in the first quarters of 1990 
and 1991, which reduced the 
workforce by about 1,300 
and 1,600 employees, respec- 
tively. The decrease was 
partly offset by wage and 
salary increases. 

Net revenues from tele- 
communications services in 
1991 rose to $2,265 million 
from $2,184 million in 1990. 
In 1989, net revenues had 
stood at $2,035 million. 


Telecommunications services — 
Revenues 
($ millions) 
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NTL revenues by geographic areas 
($ millions) 


Other 
® Europe 
W@ Canada 
@ United States 
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Telecommunications 
equipment manufacturing 
Northern Telecom’s 1991 
revenues were $9,343 million, 

climbing 19.0 per cent from 
$7,851 million in 1990, which 
was an improvement of 

9.6 per cent over $7,161 mil- 
lion in 1989. (Although 
Northern Telecom reports 
its results in U.S. dollars, 
they are presented here in 
Canadian dollars, except 
where otherwise noted.) 
1991 revenues increased due 
to the consolidation of STC 
PLC (STC) (since renamed STC 
Limited) effective March 1, 1991. 
STC contributed revenues in 
each of Northern Telecom’s 
product lines and volume 
gains, partially offset by price 
reductions. The increase in 
1990 revenues was attrib- 
utable to volume growth 
which more than offset price 
reductions in most product 
lines and markets. 

Revenues from Northern 
Telecom’s United States 
operations were $4.97 billion 
(53 per cent of total reve- 
nues) up 8.3 per cent from 
$4.59 billion (58 per cent of 
total) in 1990, compared with 
$4.27 billion (59 per cent of 
total) in the preceding year. 
Revenue growth in 1991 and 
1990 resulted mainly from 
higher sales to telecommuni- 
cations operating companies 
and to inter-exchange carriers. 

Canadian revenues in 
1991 decreased 6.7 per cent 
to $2.64 billion (28 per cent 
of total revenues) from 
$2.83 billion (36 per cent of 
total) in 1990 and $2.57 billion 
(36 per cent of total) in 1989. 
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Effective January 1, 1991, 

the Canadian Federal Sales 
Tax (FST), which prior to 
1991 was included in 
revenues, was replaced by 
the Goods and Services Tax, 
which is not included in 
revenues. The decrease in 
1991 revenues was primarily 
due to the elimination of FST 
and the weak Canadian 
economy. Northern Telecom’s 
revenue growth in Canada 
for 1990 came mainly from 
increased sales to tele- 
communications operating 
companies. 

European revenues (includ- 
ing Africa, the Common- 
wealth of Independent States 
and the Middle East) were 
$1.54 billion (17 per cent of 
total) in 1991, up 503 per cent 
from $256 million (three per 
cent of total) in 1990 com- 
pared with $228 million 
(three per cent of total) in 
1989. The increase in 1991 
revenues was due to the 
consolidation of STC, along 
with strong growth in the 
European market. The in- 
crease in 1990 revenues was 
due to higher demand for 
Northern Telecom’s products. 

Revenues from other inter- 
national operations, were 
$225 million (two per cent 
of total) in 1991 compared 
with $220 million (three per 
cent of total) in 1990, and 
$147 million (two per cent of 
total) in 1989. The 1991 and 
1990 revenue increases were 
the result of higher demand 
for Northern Telecom’s 
products. 


NTL revenues by product lines 
($ millions) 


8,000 


7,218 
6,523 6,657 » 
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~ Other 

® Cable and outside plant 

@ Transmission 

®@ Business communications systems 
and terminals 

i Central office switching 


All product lines posted 
higher revenues in 1991; 
in 1990, revenues increased 
in all product lines except 
for cable and outside plant 
products. 

Central office switching 
revenues were $4.91 billion, 
up 12.9 per cent from 1990 rev- 
enues of $4.35 billion, which 
had increased 13 per cent from 
the 1989 level of $3.85 billion. 
These increases were due to 
higher demand for Northern 
Telecom’s products in all 
markets. | 

Revenues from business 
communications systems 
and terminals increased to 
$2.18 billion, up 17.8 per cent 
over $1.85 billion in 1990, 
which was 5.1 per cent 
higher than $1.76 billion in 
1989. The 1991 gains were 
attributable to increased 
shipments in Europe and other 
international markets, and the 


United States, despite strong 
competition. Revenues in 
Canada were flat due to the 
elimination of FST. 
Transmission revenues 
were $917 million in 1991, up 
10.1 per cent over $833 million 
in 1990, which was an in- 
crease of 11.5 per cent over 
$747 million in 1989. Growth 
in 1991 was due to the 
increase in revenues from 
Europe, partially offset by a 
decline in revenues in North 
America resulting from weak 
economies and customer 
anticipation of new products 
currently under development. 
Revenues for Northern 
Telecom’s other products, 
including cable and outside 
plant, totalled $1,370 million 
in 1991. Revenues were 
$864 million for 1990 and 
$857 million in 1989. 
Northern Telecom’s gross 
profit margin was 42.0 per cent 
in 1991 compared with 
40.0 per cent in 1990 and 
39.4 per cent in 1989. The 
1991 increase in gross margin 
was due to higher gross 
margins from central office 
switching equipment and 
business communications 
systems and terminals product 
lines and the favourable 
impact on margins from the 
elimination of FST from 
revenues and costs of 
revenues, partially offset by 
lower margins in the cable 
and outside plant and trans- 
mission product lines. 


Selling, general and 
administrative (SG&A) 
expenses 

SG&A expenses in 1991 of 
$1,876 million (20.1 per cent 
of total revenues) increased 
28.9 per cent compared with 
$1,455 million (18.5 per cent of 
total) in 1990 and $1,335 mil- 
lion (18.6 per cent of total) in 
1989. The increase in 1991 
expenditures was due to the 
consolidation of STC and 
planned growth in the world- 
wide sales and marketing 
organizations, while the 
increase as a percentage of 
revenues in 1991 was due to 
increased expenditures and 
the elimination of FST. The 
decrease in 1990 and 1989 
expenditures as a percentage 
of revenues were a result 
of initiatives to improve 
efficiency. 


Orders on hand 

Northern Telecom’s orders 
on hand at December 31, 1991, 
were up 42 per cent to 
US $3.02 billion compared 
with US $2.13 billion 
at year-end 1990 and 
US $1.88 billion at year-end 
1989. The increased orders 
on hand are attributable 
principally to the consolidation 
of STC. Most orders are for 
delivery in 1992. 


BCE Inc. 


31 


Consolidated R & D expenditures 
($ millions) 


32 


R&D investments 

Northern Telecom R&D 
investment in 1991 was 
$1,086 million (11.6 per cent 
of total revenues) compared 
with $902 million (11.5 per cent 
of total) in 1990 and with 
$863 million (12.1 per cent of 
total) in 1989. The level of 
investment in all three years 
reflected programs for new 
products, process development 
and advanced capabilities 
and services for a broad array 
of existing products. 

Other BCE companies also 
made significant investments 
in research and development. 
Consolidated research and 
development expenditures, 
including Northern Telecom’s 
net R&D investment, totalled 
$1,218 million in 1991. This 
compares with $1,019 million 
in 1990 and $1,008 million 
in 1989. 


Financial services 

Montreal Trustco reported 
net income of $42 million in 
1991 compared with $65 mil- 
lion in 1990 and $71 million 
in 1989. In 1991, income 
was adversely affected by 
$35 million of unaccrued in- 
terest on loans, up $20 mil- 
lion from 1990 due to the 
continued weak economy and 
a higher level of non- 
performing loans. Loan loss 
provisions increased $13 mil- 
lion over 1990. Net income in 
1990 declined from 1989 
primarily due to increased 
losses from real estate broker- 
age operations of $11 million 
and one-time costs associated 
with the sale of such opera- 
tions outside of Quebec. 
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Other operations 

Other operations include 
international operations; 
directory services; printing 
and publishing and other 
activities. Net revenues were 
$21 million in 1991 compared 
with $27 million in 1990 and 
$18 million in 1989. The 
decrease in 1991 over 1990 is 
mainly due to international 
activities. 


Associated companies 

In addition to its subsidiaries, 
BCE holds investments in 
several associated companies. 

The equity in net income 
from those enterprises 
was $103 million in 1991, 
lower than the $155 million 
reported in 1990 and the 
$173 million reported in 1989. 
The decrease in 1991 over 
1990 is due to the consolida- 
tion of STC from Marcha? 
1991, and BCE’s reduced 
equity ownership in TCPL. 
STC was consolidated in 1991 
while in 1990 it was included 
in the equity in net income 
of associated companies. 


Providing against loans to 
Kinburn in 1990 

In April 1990, Kinburn 
defaulted on loans from BCE 
and other creditors. BCE’s 
loans were secured in part by 
common shares of SHL, a 
Kinburn subsidiary. BCE also 
owns other shares in SHL. 

In 1990, BCE wrote down 
the loans and the value of its 
SHL shares by $357 million, 
for an after-tax net provision 
of $244 million. Consequently, 
the SHL shares and the 
Kinburn loans together have 
been carried at $63 million 
since the third quarter of 1990. 


Real estate operations 

As described in note 3 of 
the Notes to consolidated 
financial statements, BCE in 
1989 discontinued its com- 
mercial real estate operations 
and wrote off its entire 
common share investment in 
BCE Development Corpora- 
tion, renamed BF Realty 
Holdings Limited (BF Realty), 
resulting in a discontinued 
operating loss of $440 million. 

At December 31, 1991, BCE 
had direct and indirect invest- 
ments in BF Realty and in its 
principal subsidiary, 
Brookfield Development 
Corporation, comprised of 
loans, preferred shares and 
convertible debentures total- 
ling $499 million compared 
with $442 million and with 
$225 million at December 31, 
1990 and 1989, respectively. 

As also mentioned in 
note 3, BCE is not required to 
provide any financial sup- 
port to BF Realty and its 
subsidiaries in excess of a 
$350 million commitment, 
of which $349 million was 
advanced at December 31, 1991 
and is included in BCE total 
investment of $499 million 
outlined above. 


LIQUIDITY AND CAPITAL 
RESOURCES 

The principal requirement 
for funds is for capital expend- 
itures and investments. 

BCE’s consolidated net 
capital expenditures totalled 
$3,270 million in 1991, a 
decrease of 1.3 per cent over 
the $3,312 million invested in 
1990. Expenditures in 1989 
totalled $3,191 million. Most 
of these expenditures were 
made by Bell Canada and 
Northern Telecom. 


Net capital expenditures 
($ millions) 


3,191 
3,312 
3,270 


2,853 
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During 1991, BCE raised 
$202 million of common 
equity by means of the 
Dividend Reinvestment and 
Stock Purchase Plan and the 
Employees’ Savings Plan. 

BCE received $309 million 
in 1991 as the second instal- 
ment payment from the 1990 
sale of TCPL units which 
consisted of 37,500,000 TCPL 
common shares and warrants 
to purchase a further 
37,500,000 TCPL common 
shares from BCE. The warrants 
expire in December 1992 


and are expected to generate 
additional proceeds of 


$656 million, if fully exercised. 


BCE also issued in Europe 
$250 million of 103% Notes, 
due 1996. 

During 1991, BCE invested 
$100 million in common 
shares of Bell Canada and 
$50 million in common 
shares of Montreal Trustco. 
BCE also advanced funds of 
$61 million to BF Realty 
pursuant to the agreement 
referred to in note 3. BCE’s 
net short-term borrowings 
amounted to $519 million 
at December 31, 1991, com- 
pared with $970 million at 
December 31, 1990. 

During 1990, BCE raised 
$126 million of common 
equity through its Dividend 
Reinvestment and Stock 
Purchase Plan. The cor- 
poration raised another 
$417.5 million by issuing 
units comprised of preferred 
shares and common share 
purchase warrants. The 
preferred shares generated 
$379 million and the common 
share purchase warrants 
$38.5 million. BCE invested 
$300 million in common 
shares of Bell Canada. It 
also repaid $150 million of 
its maturing notes, issued 
in 1985. In July 1990, BCE 
received $99 million from 
the sale of Encor common 
shares and of warrants to 
purchase from BCE further 
Encor common shares. 
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LIQUIDITY AND CAPITAL 
RESOURCES 

BCE Inc. 

(continued) 

On October 1, 1990, BCE 
also received $328.1 million 
from the sale of one-half of 
its 48.8 per cent ownership of 
TCPL. This was the first of 
two payments. 

In 1992, BCE will support 
the equity requirements of 
its continuing Operations 
and monitor opportunities to 
refinance its net short-term 
borrowings. In the absence 
of any refinancing, a material 
change is not anticipated 
in the level of short-term 
borrowings at year-end. 


Bell Canada 

At Bell Canada, gross 
capital expenditures de- 
creased slightly. They were 
$2,295 million in 1991 com- 
pared with $2,343 million 
in 1990 and $2,331 million 
in 1989. 

Bell Canada expects to 
reduce its 1992 capital 
expenditure program by 
approximately five per cent 
to $2,180 million. This 
modest decrease is primarily 
due to the reduction in 
funding of the switching 
equipment modernization 
program as a result of the 
advancement of $72 million 
of capital expenditures to 
1991 and to lower growth in 
demand. 


Bell Canada’s cash require- 
ments in 1992 will be met by 
internally generated funds 
except for the repayment of 
long-term debt, of which 
$295 million will mature dur- 
ing the year Gincluding 
$128 million of early redemp- 
tion), and for a portion of 
capital expenditures. External 
funds requirements of some 
$575 million will be met 
through the offering of debt 
and the issue of additional 
common shares to BCE. 

In 1991, Bell Canada 
obtained funds from external 
sources through the private 
issue in Canada of $135 mil- 
lion of preferred shares, the 
private issue in Canada of 
$275 million of debentures, 
the issue in Europe of 
$150 million of debentures 
and the sale of approximately 
$100 million of accounts 
receivable. 

In 1990, Bell Canada 
obtained external funds by 
making a private placement 
in Canada of $125 million 
of preferred shares, by the 
public issue in Canada of 
$250 million of debentures 
and by the public issue in 
Europe of $125 million of 
debentures and the sale of 
approximately $250 million 
of accounts receivable. 


Northern Telecom 
Northern Telecom’s 
capital expenditures were 
$590 million, an increase of 
14.6 per cent from $515 million 
in 1990, and $436 million 
in 1989. In 1992, Northern 
Telecom expects its capital 
spending to be approximately 
10 per cent higher than in 
1991. Northern Telecom 
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expects to meet its cash 
requirements including cash 
required to fund retractions 
of preferred shares, if any; 
from operations. This will be 
complemented, if necessary, 
by external financing. 

As mentioned in note 2, 
Northern Telecom acquired 
in 1991 all the ordinary 
shares of STC that it did not 
already own. The amount 
of Northern Telecom’s offer 
for the STC shares was 
equivalent to approximately 
$3,001 million. Northern 
Telecom financed the acquisi- 
tion by drawing down funds 
from new bank facilities, 
which were repaid on 
June 13, 1991, with proceeds 
from the issue of an aggregate 
of US $500 million in notes, 
from the disposition of 
divisions of STC and from 
additional short-term 
borrowings. 

In addition to funds from 
the divestitures of five non- 
strategic divisions of STC, 
$254 million was also 
provided in 1991 from the 
revolving sale of accounts 
receivable under receivables 
securitization programs. 
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Management’s 
responsibility for 
financial statements 


* 


The accompanying consolidated financial statements of BCE Inc. and its subsidiaries, and all 
information in this annual report, are the responsibility of management and have been approved 
by the board of directors. 


The financial statements have been prepared by management in conformity with Canadian 
generally accepted accounting principles. The financial statements include some amounts that are 
based on best estimates and judgments. Financial information used elsewhere in the annual 
report is consistent with that in the financial statements. 


The management of the corporation and its subsidiaries, in furtherance of the integrity and 
objectivity of data in the financial statements, has developed and maintains a system of internal 
accounting controls and supports an extensive program of internal audits. Management believes 
the internal accounting controls provide reasonable assurance that financial records are reliable 
and form a proper basis for preparation of financial statements and that assets are properly 
accounted for and safeguarded. The internal accounting control process includes management’s 
communication to employees of policies which govern ethical business conduct. 


The board of directors carries out its responsibility for the financial statements in this annual 
report principally through its audit committee, consisting solely of outside directors. The audit 
committee reviews the corporation’s annual consolidated financial statements and recommends 
their approval by the board of directors. The shareholders’ auditors have full access to the audit 
committee, with and without management being present. 


These financial statements have been audited by the shareholders’ auditors, Deloitte & Touche, 
chartered accountants, and their report is presented below. 


Douglas B. Gibson 
Vice-President and Comptroller 


Auditors’ report 


To the Shareholders of BCE Inc. 


We have audited the consolidated balance sheets of BCE Inc. and its subsidiaries as at 
December 31, 1991 and 1990, and the consolidated statements of income, \retained earnings and 
changes in financial position for each of the three years in the period ended December 31, 1991. 
These consolidated financial statements are the responsibility of the corporation’s management. 
Our responsibility is to express an opinion on these consolidated financial statements based on 
our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
consolidated financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the consolidated financial 
statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement 
presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, 
the financial position of the corporation as at December 31, 1991 and 1990, and the results of its 
operations and the changes in its financial position for each of the three years in the period ended 
December 31, 1991, in accordance with Canadian generally accepted accounting principles. 


Deloitte & Touche 
Chartered Accountants 


Montreal, Quebec 
February 12, 1992 
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Consolidated income statement 


($ millions) 


For the years ended December 31 1991 1990 1989 

Total revenues 19,884 18,373 16,681 
Telecommunications OMECMING TEVENUCS 27 ois isch ee a 8,597 8,468 8,011 
services OCP eee ee hl Gocco ee 6,332 6,284 5,976 
Net revenues — telecommunications services ............ 2,265 2,184 2,035 

Telecommunications Pere es Ot tee eR Se eek a 9,343 7,851 7,161 
equipment : COS OF ievenucs eS eee 5,420 4,707 4 340 
manufacturing Selling, general, administrative and other expenses .......... 2,962 2357 2,198 
Net revenues — 8,382 7,064 6,538 

telecommunications equipment manufacturing ...... 961 787 623 

Financial services Revenues — investment and loan income ....)......00..0..05.., 1,325 1,387 851 
= fees And COMMISSIONS 0... eee 162 188 134 

1,487 lbp is) 985 

Pee eles CXDENSES ie cies hei ae os ancien es 1,141 1,208 730 

Opel oe EXHenses ee 311 306 197 

1,452 1514 927 

Net revenues — financial services ............................. 35 61 58 

Other operations pert eVCNCs i a sic 457 479 524 
OS AOC C6 aan ee ecco 436 452 506 

Net revenues — other operations .............................. 21 a 18 

TOtCALNet PEVeEnUCS es ees 3,282 3,059 2,734 

Other income Equity in net income of associated companies (note 4)...... 103 155 sis 
(expense) Allowance for funds used during construction ................. 33 41 39 
Interest. long-term debt 20 ee eas (860) (730) (661) 
Olle! Get = ee a I a ee (206) (222) (208) 

Unrealized foreign currency gains (losses) (notes 1 and 21) . 2 (3) 2 

Nascellancous —— nek (note 6) 2.5. Ss he ee 151 (176) 156 
G77) (935) (499) 

Income before income taxes and minority interest ............ 2,505 2124 2,235 

Wneonie Taxes (NOG 5s i se ee 803 628 733 

jocome belore minority interest... a0 seats ce ee 1,702 1,496 1,502 

NUMOMG terest Sk ek eek lee cre ees a 373 349 301 

Income from Continuing Operations =... ae ie es esis 8 1,329 1,147 1,201 
Loss from discontinued real estate operations (note 3)....... —- oo (440) 

NEE INCOME Gicte 21) oi en ee 1,329 1147 761 

Dinndends om pretered shares <i... sce ee 94 85 ai 

Net income applicable to common shares .................. 1,235 1,062 724 

Earnings per share GU UI ODSTAliONS ewan ce cos cwsn sss snenac ss eee eG ie 4.01 3.50 3.91 
Discontinued real-estate operations (loss). ...0.... 0.05. — — (1.48) 

Earnings per common share (notes 1 and 21)... 4.01 3.50 2.43 

Dividends declared: per.common Share... ii..).s en ees 2.57 259 2.49 

Average number of common shares : 
UESEATI CIN CUOUSA NS) recess oe Cate anor od 307,649 303,813 297,508 


The important differences between Canadian and United States generally accepted accounting principles affecting the 


consolidated income statement are described and reconciled in note 21. 
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Consolidated balance sheet 


Assets 
($ millions) 
At December 31 1991 1990 
Current assets Cash and temporary cash investments...) 323 308 
Accounts receivable (note: 8) 6 a 3,932 3,930 
Inventories (note 10) 2 ee 1,066 1,043 
Other (principally prepaid expenses)... 545 480 
5,866 5,761 
Financial services Short-lerm SECurtles = 45554 2 ee a, 820 1,028 
Loans receivable (note 11-4) 4 9,648 9,442 
Bonds, stocks and other investments (note 11-b) .. 4... 1738 1,493 
12,206 11,963 
Investments Associated companies (at equity) (motes 1 and 4)... 2... 1,255 2,338 
Other investments (Note 5). 991 948 
2,246 3,286 
Property, plant At-cost (note 12)-3.3 i 31,520 29,087 
and equipment Less: accumulated depreciation. 11,469 1O;515 
20,051 18,574 
Other assets Long-term notes and receivables 3,.....4..5.2. 69 7. 1,269 1,335 
Deferred charges 
— unrealized foreign currency losses, less amortization ........... 6 15 
— Other 814 373 
Cost of shares in subsidiaries in excess of underlying net assets, 
less amortization (note 1) 00 3,246 682 
5,335 2,403 
Total assets 45,704 41,987 


On behalf of the Board of Directors: 


Marcel Bélanger 
Director 


Louise B. Vaillancourt 
Director 
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Liabilities and shareholders’ equity 


($ millions) 


At December 31 1991 1990 
Current RECOUMES Davila i oe ee 4,180 2,059 
liabilities RAVanCe DUNO ANG DAayMenls of ee 175 183 
POW iIGeNGs Pays ee AE ee ae eae 239 217 
ANC ACC eee ee ee Sere es ees 196 180 
POOL CSE CCE el iuices es ee dee. cua Loui sacuans 244 297 
pet due win One Vest (Note 13) 0A ee ee 2,247 1,878 
7,281 5,414 
Financial services WER IAN Gepost NOI) i ae ee 1,189 1,071 
Investment certificates and borrowings (note 11-c) ..............006.0.5: 10,711 10,655 
11,900 11,726 
Long-term debt Leng tem dent (note 14) ee 7,971 7,431 
Deferred credits TVCOUNS SAN CS i ES ea ili udchiae pigs Gas ceemnns 2,297 2,425 
sr A aeae cry tobau saa cteudeeeramncasds 547 389 
2,844 2,814 
Minority interest PiCteed shares a ee 1,446 1,309 
in subsidiary COO Sat eRe ae, ae oe ate ena 2,303 1,968 
companies 3,749 3,277 
Preferred shares Preferred shares (note 15) 
(ncludes $579 million redeemable at option of 
HOleTS: NOL DetOre 905) fae ei ae cae eet eee ese 1,232 1235 
Common Common shires (note 16). 369 ee. ee ee eas 5,614 5,407 
shareholders’ Common share purchase warrants (note 17) tio cca cst ese... ase 39 39 
equity OMIDULe SUITS ee ius a ee laataehs one cts 1,034 1,034 
Retined eammiige 0s ee eg Cy ce sca, chs ee urn eon ed 4,165 Stay: 
Foreign exchange adjustment (note 18)... ie iterates (125) City 
10,727 10,090 
Commitments 
and contingent 
liabilities 
(note 9) 
Total liabilities and shareholders’ equity .............................. 45,704 41,987 


Douglas B. Gibson 
Vice-President and Comptroller 
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Consolidated statement of changes in financial position 


($ millions) : 
For the years ended December 31 1991 1990 1989 


Cash and temporary cash investments were 
provided from (used for) 


Operations 4 4,933 3,481 2,774 
Investments 2 (5,258) (4,173) (5,059) 
Financing 25 a 1,383 1,870 5542 
Dividends declated (1,043) (1,011) (919) 
Increase in cash and temporary cash investments .......... 15 167 128 
Cash and temporary cash investments at beginning of year 308 141 13 
Cash and temporary cash investments at end of year .. 323 308 141 
Cash provided from (used for) operations 
Income from continuing Opermtions =... 1,329 1147 1201 
Items not affecting cash 
DepreciatiOn 33 2,219 2,018 1,813 
Minority interest. 4 373 349 301 
Deferred income taxes. 26 70 88 
Equity in net income of associated companies 
in excess of dividends received |. (5) (49) (69) 
Allowance for funds used during construction............ (33) (41) (39) 
Other items 22 (46) 68 (74) 


Changes in working capital other than cash and debt 
(increase) decrease in current assets: 


Accounts receivable. (2) (319) (463) 
Inventories .2025 0 2 (23) 57 (29) 
Other current assets. 3k (65) C17) (123) 
Income and other taxes receivable... — — 103 
Increase (decrease) in current liabilities: 
Accounts payable. 1,183 158 83 
Advance billing and payments 0.00 (8) 21 (269) 
Dividends payable =. 3 oe . 22 2 6 
Taxes accnied: 2 16 . 11 166 
Interest accrued == = =) (53) 6 79 
Net cash provided from operations ...........................: 4,933 3,481 2774 
Cash provided from (used for) investments 
Capital expendinires (Gl) (3,270) (3,312) (3,191) 
Investments — acquisition of STC Limited (net of cash 
acquired of $1,284) (note 2)... (1,717) — — 
— proceeds on disposal of 
businesses of STC Limited (note 2) ..... 407 — — 
— acquisition of Montreal Trustco Inc. ....... — — (874) 
Other (162) (372) (526) 
Sales of investments in TCPL and Encor (notes 4-a and 5) .. — 710 — 
Long-term notes and receivables 30000 58 (29) 6 
Net securities and loans — Financial services 
Short-term securities = 208 (92) 313 
Loans receivable. \. so (206) (1,093) (661) 
Bonds, stocks and other investments .23....5. 2... (245) (36) (275) 
Other itemg i603 (331) 51 149 
Net cash used for investments ........0..000.000ccc cece eee (5,258) (4,173) (5,059) 
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Consolidated statement of changes in financial position 


(continued) 
($ millions) 
For the years ended December 31 1991 1990 1989 
Cash provided from (used for) financing 
MOCINOn tO longterm debt oa a, 3,105 656 4235 
Reauction or loneiemn debt. (1,966) (472) (239) 
Heotics Gr OTcleMeCG shares ie ea — avis: 847 
Issues of common shares 
Acguisition of Montreal Vrustco Inc. 0 — — 336 
OO ee 202 126 132 
Issues of preferred and common shares by subsidiaries 
ho munity sharenolders i 310 236 463 
Redemption of preferred shares by subsidiaries ........... (10) (79) (51) 
NMOles payable anc bank advances =...) es (285) (358) 61 
Net deposits and borrowings — Financial services 
DOM ANG GCPOsS eel uec meds vince sas 118 30 80 
Investment certificates and borrowings ................... 56 1,296 560 
Oe eis eae (147) (36) (90) 
Net cash provided from financing ........................... 1,383 1,870 Shoey 
Dividends declared 
By BCE Inc. 
PIGleWed Sigics (94) (85) (37) 
Common shares ee (791) (769) (743) 
By subsidiaries to minority shareholders .................... (158) (157) (139) 
Toil dividends declared 28 ae (1,043) (1,011) (919) 


Consolidated statement of retained earnings 


($ millions) 


For the years ended December 31 1991 1990 1989 
Balance at beginning of year ..........0.0.0...0.0. ce 3,727 3,448 3,477 
NeLMICOING ee a a 1,329 1,147 761 
5,056 4,595 4,238 
Deduct: 
Dividends 
Pretend Shales 3 a 94 85 37 
Common states i es 791 769 743 
885 854 780 
Costs related to issuance and redemption of 
share capital of BCE Inc. and of subsidiaries ......... 6 14 10 
891 868 790 
Balance at end Of year 8 i 4,165 A727 3,448 
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Notes to consolidated financial statements 


1. Accounting 
policies 


The financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles and all figures are in Canadian dollars. These statements conform in all 
material respects with International Accounting Standards. Certain previously reported figures 
have been reclassified to conform with the current presentation. 


With respect to the consolidated financial statements of BCE, the important differences 
between Canadian and United States generally accepted accounting principles are described 
and reconciled in note 21. 


Consolidation 

The consolidated financial statements include the accounts of all majority-owned subsidiaries, 
either direct or indirect, with the exception of BF Realty Holdings Limited (BF Realty), formerly 
BCE Development Corporation (see note 3). The investments in associated companies 
(20% to 50% owned) are accounted for by the equity method. Under this accounting method, 
BCE’s proportional share of income of such companies, from the dates of their acquisition, net 
of amortization of excess purchase price over net assets acquired, is taken into income and 
added to the cost of investments. Income received from these companies reduces the carrying 
amounts of the investments. 


At December 31, 1991, the direct and indirect subsidiaries of BCE (100% owned, unless otherwise 
indicated) included Bell Canada, Northern Telecom Limited (Northern Telecom) (52.8%), Montreal 
Trustco Inc. (acquired in the second quarter of 1989) and BCE Mobile Communications Inc. 
(65.5%). 


The excess of cost of shares over acquired equity (goodwill) of subsidiary and associated 
companies is being amortized to earnings on a straight-line basis over periods up to 
principally 40 years. The amortization amounted to $91 million in 1991 (1990 — $68 million, 
1989 — $59 million). 


Telecommunications equipment purchased by Bell Canada and the other telecommunications 
subsidiaries of BCE, from Northern Telecom and its subsidiaries, is reflected in BCE’s consolidated 
balance sheets at the cost to the purchasing companies, and is included in telecommunications 
equipment manufacturing revenues in the consolidated income statement. To the extent that any 
income related to these revenues, and those from associated companies, has not been offset by 
depreciation or other operating expenses, it remains in consolidated retained earnings and 
consolidated income. This practice is generally followed with respect to activities of regulated 
industries. All other significant intercompany transactions have been eliminated in the 
consolidated financial statements. 


Telecommunications equipment manufacturing revenues comprise: 


($ millions) 


1991 1990 1989 
a) revenues from 
Bell :.Canada . oe ee 1,356 1477 1,495 
other telecommunications subsidiary and 
associated companies OF BCE (0. 198 266 238 
b) revenues from others...455)..6) 0 7,789 6,108 5,428 
Tota 9,343 7851 Ties 
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1. Accounting 
policies 
(continued) 


Depreciation 


Depreciation is generally computed using the straight-line method, with rates based on the 
estimated useful lives of the assets. 


Research and development 
All research and development costs incurred, which amounted to $1,218 million 
(1990 — $1,019 million, 1989 — $1,008 million), are charged to income. 


Financial services 

— Investments 

Debt securities and preferred shares with fixed maturity dates are stated at amortized cost plus 
accrued interest and dividends. Other securities are stated at cost. Amounts are reduced by an 
allowance, where appropriate, for permanent impairment in value. 


— Loans 

Mortgages and Corporate and commercial loans are stated at cost which includes amounts 
advanced and interest accrued less repayments and an allowance for loan losses. Interest is 
accrued as-earned unless the loan is classified as non-accrual. Non-accrual loans are those on 
which a payment is contractually 90 days in arrears or earlier where there is reasonable doubt 
concerning ultimate collectibility of principal or interest. When a loan is classified as non-accrual 
all previously accrued but uncollected interest is reversed against income. Interest subsequently 
received on non-accrual loans is either applied against principal or reported as income, according 
to management’s judgement as to the collectibility of principal. 


— Allowance for loan losses 

The allowance for loan losses consists of both specific and general provisions. Specific 
provisions are those identified with specific loans and which are necessary, in the opinion of 
management, to reflect the estimated realizable value of the particular loan. General provisions 
are those, in addition to specific provisions, which cannot be identified with specific loans but 
which management believes are prudent to recognize in light of general economic factors, 
geographic and industry exposure. 


— Assets under administration 

Assets under administration by Montreal Trustco Inc. include estates and personal trusts, 
pension fund assets and other amounts held or managed on behalf of others. Such assets are 
maintained separately and are not included in the consolidated balance sheet. 


Translation of foreign currencies 
Foreign operations are classified as integrated or self-sustaining. 


— Integrated foreign operations and transactions denominated in foreign currencies 

Current assets (excluding inventories and prepaid expenses), current liabilities and long-term 
monetary assets and liabilities are translated at the rates in effect at the balance sheet date, 
whereas other assets and other liabilities are translated at rates prevailing at the respective 
transaction dates; revenues and expenses are translated at average rates prevailing during the 
year, except for cost of inventory used, depreciation and amortization, which are translated at 
exchange rates prevailing when the related assets were manufactured or acquired. Currency gains 
and losses are reflected in net income of the year, except for unrealized foreign currency gains 
and losses on long-term monetary assets and liabilities, which are reported as a deferred charge 
and amortized over the remaining lives of the related items on a straight-line basis. 


— Self-sustaining foreign operations 

Assets and liabilities denominated in a foreign currency are translated in Canadian dollars, at 
exchange rates in effect at the balance sheet date. The resulting gains or losses are accumulated 
in a separate component of shareholders’ equity. Revenue and expense items are translated at 
average exchange rates prevailing during the year. 
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1. Accounting 
policies 
(continued) 


Leases 

Leases are classified as capital or operating leases. When the corporation is the lessor, rental 
revenue from operating leases is recognized as service is provided to customers. For leases which 
qualify as sales-type leases, the sales revenue is recorded at the inception of the lease. When the 
corporation is the lessee, assets recorded under capital leases are amortized on a straight-line 
method, using rates based on the estimated useful life of the asset or based on the lease term as 
appropriate. Obligations recorded under the capital leases are reduced by rental payments net of 
imputed interest. 


Inventories 

Inventories are valued at the lower of cost (calculated generally on a first-in, first-out basis) 
or net realizable value. The cost of finished goods and work-in-process inventories is comprised 
of material, labour and manufacturing overhead. 


Allowance for funds used during construction 

Regulatory authorities require telecommunications companies to provide for a return on capital 
invested in new plant while under construction, by including an allowance for funds used during 
construction as an item of income during the construction period, and also as an addition to the 
cost of plant constructed. Such income is not realized in cash currently but will be realized over 
the service life of the plant. 


Income taxes 

BCE and its subsidiaries use the tax allocation basis of accounting for income taxes. The 
corporation provides for income taxes based on accounting income for tax purposes included 
in the financial statements, regardless of when such income is subject to taxes under tax laws. 
The difference between taxes payable and taxes accrued is accounted for under Deferred 
credits — Income taxes on consolidated balance sheets. 


In July 1989, the Canadian Radio-television and Telecommunications Commission (CRTC) 
directed federally regulated carriers (which include Bell Canada and Northwestel Inc.) that their 
deferred credits — income taxes be adjusted to reflect the reduced combined statutory corporate 
income tax rate in effect on January 1, 1989, and that the resulting adjustment of $293 million 
($290 million applicable to Bell Canada) be amortized as a reduction to income tax expense over 
a five-year period commencing in October 1989. The unamortized tax adjustment remains in 
deferred credits — income taxes. Adjustments to the deferred credits — income taxes, resulting 
from subsequent minor changes to income tax rates, will be taken into income in the year in 
which the changes occur. A longer amortization period will be considered by the CRTC if any 
subsequent adjustment to the deferred credits — income taxes has a significant impact on the 
rates of return on equity of these companies. 


Investment tax credits reduce the provision for income taxes in the same periods in which the 
related expenditures are charged to earnings. 


Earnings per common share 

Earnings per common share are based on the weighted average number of shares outstanding 
and are calculated after deducting dividends on preferred shares. The dilutive effect on the BCE 
earnings per share, after the assumed exercise of warrants, conversion of convertible preferred 
shares and exercise of options, is insignificant. 
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2. Acquisition by 
Northern Telecom 
of STC PLC 


3. Real estate 
operations 


On March 5, 1991, Northern Telecom completed the acquisition of the remaining outstanding 
ordinary shares (approximately 73 per cent) of STC PLC (STC), a company incorporated under 
the laws of England, since renamed STC Limited. The aggregate purchase cost was $3,001 million 
and was financed by new multi-year bank facilities. The acquisition has been accounted for as a 
purchase and the consolidated income statement includes 27 per cent of STC’s net earnings from 
January 1, 1991 through February 28, 1991, and consolidation of STC’s results thereafter. During 
1991, Northern Telecom sold the Distributors Division, the Land Cable Products Division, the 
Electronics Distribution Division and two smaller divisions of STC. No gain or loss was recorded 
on the disposals, as these amounts were included in the determination of goodwill. 


The cost of acquisition has been assigned to the assets acquired ($2,701 million) and liabilities 
assumed ($1,824 million), based on their fair values at the date of acquisition. The excess of the 
cost of acquisition ($2,124 million) over the fair value amounts assigned to the 73 per cent of 
STC’s assets acquired and liabilities assumed has been recognized as goodwill and, including the 
net amount from the original acquisition of 27 per cent of STC, is amortized on a straight-line 
basis over 40 years. 


The following BCE pro forma consolidated results reflect the purchase of STC as though it 
had occurred at the beginning of each year and the divested businesses as though they were 
consolidated for the same periods in 1990 as in 1991. Pro forma consolidated results for the years 
ended December 31, 1991 and 1990 were total revenues of $20,144 million and $19,749 million, 
telecommunications equipment manufacturing revenues of $9,603 million and $9,227 million, 
net income applicable to common shares of $1,213 million and $993 million and earnings per 
common share of $3.94 and $3.27, respectively. These pro forma results, which are net of 
applicable interest and goodwill amortization, are based on average exchange rates in effect 
during the respective periods. The pro forma financial information does not include the financial 
impact of efficiencies which are being realized between the businesses of Northern Telecom and 
STC. The pro forma financial information does not purport to represent what BCE’s consolidated 
results would have been had the acquisition occurred on such dates, or to project BCE’s 
consolidated results for any future period. 


Effective from December 31, 1989, BCE ceased carrying on commercial real estate operations 
and its common share investment in BF Realty was fully written off in 1989. Therefore, BF Realty 
is reflected as a discontinued operation in BCE’s financial statements and no further losses relating 
to the common shareholders of BF Realty are being reflected in the financial results of BCE. 


In January of 1990, BCE entered into an agreement with Carena Developments Limited (Carena) 
to facilitate the implementation of a restructuring of BF Realty. The agreement as amended calls for 
total funds to be provided by BCE and Carena of up to a principal amount of $350 million each. 
Under this agreement, approximately $349 million was advanced by BCE as at December 31, 1991 
($288 million as at December 31, 1990). These advances, together with BCE’s other direct and 
indirect investments in BF Realty and its principal subsidiary, Brookfield Development Corporation 
(Brookfield), amounted to $499 million as at December 31, 1991 (1990 — $442 million), and are 
included under Other investments in BCE’s consolidated balance sheet. BCE is not required to 
provide any further financial support to BF Realty and its subsidiaries. Pursuant to the agreement, 
Carena provides the ongoing management to BF Realty and its subsidiaries. 


In June 1991, BF Realty announced that the previously reported financial restructuring, which had 
been expected to take place by June 30, 1991, was now expected to take place before April 30, 1993. 
BCE and Carena have agreed to extend the maturity of their secured loans to Brookfield to 
April 30, 1993 and to apply such loans towards the purchase of equity securities of Brookfield 
at the time of the aforementioned financial restructuring. This agreement is conditional upon 
Brookfield’s project lenders and commercial banks supporting Brookfield during the deferral 
period and on BF Realty’s creditors deferring the enforcement of their claims. Without these 
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3. Real estate 


operations 
(continued) 


agreements, BCE and Carena will, subject to the rights of prior ranking creditors, be entitled to 
take such proceedings as they consider appropriate to protect their secured loans to Brookfield, 
which may include the commencement of realization or other enforcement proceedings. 


BF Realty and its subsidiaries including Brookfield, as well as BCE and Carena, are currently 
defendants in a number of lawsuits in Canada and the United States by creditors of BF Realty or 
its affiliates initiated both prior to and subsequent to the June 1991 announcement of BF Realty. 
Although deferral agreement has not been reached with such creditors, discussions are 
continuing with certain of these creditors. 


4. Investments 
in associated 
companies 


($ millions) 


December 31, 1991 December 31, 1990 
TransCanada PipeLines Limited (TCPL) G)......., 447 434 
STE Limited (D) i _ 1,269 
ICL PLC (03 i 168 — 
Maritime Telegraph and Telephone Company, 

Limited (MT&T) and Bruncor Inc. (dq)... 3... 239 219 
Teleglobe Inc. (@) (200 187 251 
Other companies (i 214 185 
Total = 1,255 2,338 
(a) TCPL 


At December 31, 1991, BCE held 37,499,600 common shares or 21.9% of TCPL (24.4% in 1990). These 
shares are subject to warrants exercisable at $17.50 per share for a total exercise price of $656 million until 
December 15, 1992. The equity income was $41 million (1990 — $52 million, 1989 — $62 million). 


(b) STC Limited 

At December 31, 1990, Northern Telecom owned approximately 27% of the ordinary shares of STC. 
As mentioned in note 2, following the acquisition by Northern Telecom of the remaining outstanding 
ordinary shares (73%), the accounts of that company are fully consolidated, commencing March 1, 1991. 
The equity income in 1990 was $60 million (1989 — $78 million). 


(c) ICL PLC 
At December 31, 1991, STC, a subsidiary of Northern Telecom, owned 20% of ICL PLC (formerly STC 
International Computers Limited). In 1991, the equity income was $25 million. 


(d) MT&T and Bruncor 
At December 31, 1991, BCE owned 32.0% of the common shares of Bruncor Inc. and 9,380,190 common 
shares (33.6%) of MT&T. A Nova Scotia statute provides that no more than 1,000 shares of MT&T may be 


voted by any one shareholder. The equity income of those companies was $27 million (1990 — $21 million, 
1989 — $21 million). 


(e) Teleglobe 

At December 31, 1991, the investment in Teleglobe Inc. (formerly Memotec Data Inc.), the parent 
corporation of Teleglobe Canada Inc., represented an interest of approximately 22.2% (1990 — 31.5%) on 
a fully diluted basis. The reduction in ownership in 1991 reflects the sale in 1991 of a portion of BCE’s 
holding. The equity income was $3 million (1990 — nil, 1989 — $3 million). 


(f) Other companies 

At December 31, 1990, other companies included an equity investment of $97 million in Quebecor which 
represented 21.6%. In 1991, BCE reduced its interest in Quebecor through sales of Quebecor shares and 
warrants to purchase additional Quebecor shares held by BCE until April 22, 1992. Assuming full exercise 
of the warrants, BCE’s equity investment in Quebecor would be eliminated. The carrying value of the 
remaining shares are now included in Other investments. 
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5. Other investments 


6. Other income — 


December 31, 1991 


Pncorinc.-—- preferred shares). i. vcs, 
a COMMON SHALES foc vcs lou 


Loans to Kinburn Corporation and shares of 
SHL Systemhouse Inc. (see note 6-b) ........... 


Direct and indirect investments in 
BF Realty Holdings Limited and its principal 
subsidiary, Brookfield Development 
Corporation, comprised of loans, preferred 
shares and convertible debentures ............... 


263 
79 


63 


499 


87 
991 


($ millions) 


December 31, 1990 


248 
ty 


63 


442 


116 
948 


*At December 31, 1991, BCE owned approximately 19% of common shares (29,702,130) of Encor Inc. (Encor) and 100% 
of the redeemable convertible preferred shares of Encor convertible into 74,618,433 common shares. Commencing with 
the third quarter of 1990, BCE no longer accounts for its common share investment in Encor by the equity method. 


($ millions) 


Miscellaneous — net 7. 1920 1989 
Gains (losses) on investments 
Sales of equity in BCE Mobile Communications Inc. ....... 54 44 110 
a famsCanada Pipelines Limited (a) 2.0.0.0 0i. ee — 149 — 
Browisioty (a) eg, oc eee ee — (357) —— 
Total gains (losses) on investments (C) 2.00 re 54 (164) 110 
TOUATESE INCOMG 2 i ic. cc eee sues hirer a 84 84 82 
CN es a oe 13 (96) (36) 
151 (176) 156 
(a) Gain on sale of units, consisting of 
37,500,000 TCPL common shares and warrants to 
purchase TCPL common shares from BCE. 
(b) The provision relates to loans to Kinburn Corporation 
and common shares of SHL Systemhouse Inc. to reduce 
the carrying value of those investments to $63 million. 
(c) Net impact on results of gains and losses 
on investments: 
TFotaleains (losses) Of ANVeSHNeItS 6). 3), caer vena cence iene waa serene oso 54 (164) 110 
IMCOME TAXES | HECOVELY) cms well se ees nicinareiecsja: tye toni eloie Stale stasscnterass sister aletsvo uae sta — (84) 19 
INGTON (CRORES) Noval tal (eclndal elie) 3 san myn aaouroos saunougdcMobiatmonan ote 54 (80) 91 
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7. Income taxes 


A reconciliation of the statutory income tax rate to the effective income tax rate follows: 


1991 1990 1989 
Statutory income tax fate in Canada 41.2% 41.2% 41.1% 
(i) Allowance for funds used during construction, 
net of applicable depreciation adjustment ............. (0.1) (0.3) (0.3) 
(ii) Reduction of Canadian federal taxes applicable 
fo manufacturing profits 4.5 20 (0.3) (0.5) (0.3) 
(iii) Equity in net income of associated companies (1.7) (3.0) (3:2) 
(iv) Tax incentives on research and 
development expenditures 3. (4.8) (4.6) (3.9) 
(v) Difference between Canadian statutory rates 
and those applicable to foreign subsidiaries .......... (2.1) CLS) (1.2) 
(vi) Amortization of deferred tax adjustment............... (2.3) (2.7) (0.6) 
(Vil) Other a 24 1.0 1.2 
Effective income tax rate 2.000.000.0006 0 ccc eee eee 32.0% 29.6% 32.8% 
Details of income taxes: 
($ millions) 
1991 1990 1989 
Income before income taxes and minority interest 
Canadian 0 1,857 1,611 1,810 
Foreign 3. 648 513 425 
Total income before income taxes and 
minority interest’... 2,505 2,124 2,25) 
Income taxes 
Canadian... 605 460 604 
Foreign 0 ee 198 168 129 
Total income taxes 1... 803 628 7133 
Income taxes 
Curent Vd 558 645 
Defetred 0 26 70 88 
Total income taxes ............ 05.2, 803 628 195 


Deferred income taxes result from deductions for tax purposes, principally in respect of plant, 


in excess of amounts currently charged to operations. 


Deferred credits — Income taxes on the consolidated balance sheet includes the unamortized 
deferred tax adjustment in the amount of $161 million (14990 — $219 million) (see note 1). 
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8. Accounts At December 31, 1991, accounts receivable included $84 million (4990 — $77 million) from 

receivable associated companies. The 1990 amount also included $309 million representing the second 
instalment from the sale of TCPL common shares which was due and received by October 1, 1991. 
Provision for uncollectibles was $61 million (1990 — $50 million). 


9. Commitments At December 31, 1991, the future minimum lease payments under capital leases and operating 
as lessee leases with initial non-cancellable lease terms in excess of one year were: 


($ millions) 


Capital Operating 

leases leases 

DD or ies see on cnvues aneane 24 305 

P00) a a 23 252 

eee ee ae 26 Loy 

JOE ee Dee ee eee rer eam 14 15/7 

EG) Se eee ee, ee 11 139 

URI e Ae GS ee re ent ay a2 413 

Total fiture minimum lease payments. .......0..0..1..s..c6aus 150 1,463 
Pere esinated CXCCULOTY COSES 2525.5) aces Coc u epi sa aeinrond 30 
Neb Miiminiim tease PAayMeNtS. 3... os... see seo ee eee 120 
fess dnote” Wicres| ke eee aes 43 
Present value of net minimum lease payments ........... To 


Rental expense applicable to all operating leases for the year 1991 was $382 million 
(1990 — $322 million, 1989 — $303 million). 


10. Inventories ($ millions) 
December 31, 1991 December 31, 1990 
RAN IEC TIA. a ea eens 308 277 
WUE I DIOCESS eee cess is 344 238 
PUES COO GS hee Seige neva vane 414 528 
1,066 1,043 
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11. Financial services 


(a) Loans receivable 


($ millions) 


December 31, 1991 December 31, 1990 


Amount Yield Amount Yield 
Corporate and commercial loans 
At variable tates 1,847 9.18% 1,782 13.34% 
At fixed rates 
(principally due within five years) .... 818 12.74% 1 12.69% © 
2,665 2555 : 
Allowance for loan losses... 0.450). (41) (29) 
2,624 2,520 
Mortgages 
At Variable rales 276 225 
At fixed rates (all due within five years) . 6,794 6,738 
7,070 6,963 
Allowance for loan losses... (46) (47) 
7,024 6,916 
Total loans receivable ......................... 9,648 9,442 
Breakdown of mortgages is as follows: 
Residential. 4,176 11.00% 4 238 12.01% 
Income property... 2,848 11.03% 2,678 12.06% — 
7,024 6,916 


($ millions) 


December 31, 1991 December 31, 1990 


Allowance for loan losses 


Balance at beginning of year ........... 
Provision for loan losses 

during the period... a. 
Adjustment related to the 

acquisition Of a:comipany 2.000. 


Realized loan losses) 


76 51 
33 20 
— 9 
(22) (4) 
87 76 
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11. Financial services 


(continued) 


(b) Bonds, stocks and other investments 


($ millions) 


December 31, 1991 December 31, 1990 
Cost Market Cost Market 
Bonds and debentures 
Corporate and government 
Fixed interest rates) 1,035 1,035 661 659 
Varianle mterest rates 97 91 110 108 
1,132 1,126 Waa 767 
Stocks 
Preferred stocks 
Fixed dividend rates 063. 256 264 308 282 
Varible dividend tates 0 . 250 203 241 212 
COMMON StOCKS 34 35 118 1d 
540 502 667 605 
incr investments) es 66 55 
Total bonds, stocks and other investments 1,738 1,493 


(c) Demand deposits, investment certificates and borrowings 


($ millions) 


December 31, 1991 December 31, 1990 
Nominal Nominal 
rate rate 
Dein id GeO Oss, eee 1,189 4.97% LO71 9.43% 
Investment certificates and borrowings ....... 10,711 9.57% 10,655 11.10% 
11,900 hi 26 


At December 31, 1991, the investment certificates and borrowings due in the years 1992 to 1996 
were $5,546 million, $2,257 million, $1,308 million, $633 million and $755 million, respectively; 


and in 1997 and thereafter, $212 million. 


In the ordinary course of managing its assets and liabilities, Montreal Trustco Inc. uses various 
financial instruments, which are not reflected in its balance sheet, to reduce or eliminate its 
exposure to foreign exchange or interest rate risks. Foreign currency risk is managed through 
foreign exchange contracts and cross currency swaps. Interest rate risk is managed through a 
variety of instruments, principally interest rate swaps which are used to convert fixed interest 
rates to floating rates and vice versa, and future rate agreements which are used to hedge against 


future changes in interest rates. 


Income or expense associated with currency and interest rate swaps are accrued over the life 
of the agreements. Gains and losses on future rate agreements and foreign exchange contracts 
which are principally entered into for hedging purposes are deferred and recognized in income 


over the expected remaining life of the hedged items. 
The nominal amount of the principal instruments entered into are: 


($ millions) 


December 31, 1991 December 31, 1990 
— currency and interest rate swaps......... 3,107 3,785 
—— future rate agreements. co... eee we 290 425 
— foreign exchange contracts................ 59 265 


In order to meet the needs of its customers, Montreal Trustco Inc. also made commitments to 


extend credit in the amount of $662 million. 
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12. Property, plant 
and equipment 


4 


($ millions) 


December 31, 1991 


December 31, 1990 


Net of Net of 
accumulated accumulated 
Cost depreciation Cost depreciation 
Telecommunications services 
Buildings, plant and equipment ............. 25,884 16,774 24,264 15,858 
land? oo 125 125 115 115 
Plant under constniction ...........4... 536 536 484 484 
Material and supplies... 2 100 100 87 87 
26,645 17,535 24,950 16,544 
Telecommunications equipment manufacturing 
Buildings, plant and equipment ............. 4,421 2,189 3,746 1,762 
band icc eee 115 115 38 pion 
4,536 2,304 3,784 1,800 
Other 
Buildings, plant and equipment ............. 335 208 348 225 
lands: 3 4 & 5, 5 
339 reg We 339 230 
31,520 20,051 29,087 18,574 
Capitalized leases 
included in the above amounts .............. 75 47 oa 48 


13. Debt due within 
one year 


Long-term debt — current portion............... 
Notes payable... 
Bank advances 20000 


($ millions) 


December 31, 1991 


796 
1,343 
108 


2,247 


December 31, 1990 


357 
1,408 
113 


1,878 
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14. Long-term debt 


($ millions) 
Total outstanding 
December 31 


1991 1990 

BCE Inc. 

TO" Notes due 1992 2 es 300 300 

OBVe Notes (UE 19904 ee 300 300 

10790 Notes due 1996) 250 — 

TOM = BCE 850 600 
Bell Canada 

Interest rates Due dates 

First mortgage bonds (b) 

4.85% to 74% 1991 10 2003 re 367 435 

8% to 94% LOOTtO D0GF = ee oe es 594 632 

10% to 104% 1994 to F996) ie 71 71 

Debentures and notes (c) 

Be 1998 a 85 91 

8H% to 94% 1906 to: 2001S 1,462 1,314 

10% to 12.65% 1991 to 2041 oa 2,350 2,125 

13%% to 17.1% 1994 (6: 2OTO oe ie es, 468 469 

ONCE ees 48 45 

Total — Bell CANA noo cove hcd cece ete eesnctenss 5,445 5,182 
Northern Telecom Limited .............0.0.0.0.0.0.060 00000 ccececees 1,679 1,153 
Other subsidiaries (d) ..............000 0000 cccccc ee eeee 793 853 
Sub-total — BCE consolidated .................0.00.0 00.0 cece veces 8,767 7,788 
beso Oe witht Olle Veal 6 ieee 796 357 
Total — BCE consolidated. .................0....... ccc cece eeeeee eee 7,971 7,431 


(a) On January 8, 1992, BCE issued in Canada $250 million of 8.5% Series 6 Notes, maturing January 31, 1997. 


(b) The first mortgage bonds of Bell Canada, which include US $408 million maturing from 1994 to 2004, 


are secured by a first mortgage and a floating charge on Bell Canada. 


(c) Debentures and notes of Bell Canada include US $600 million maturing from 2006 to 2010; 100 million 
Swiss francs maturing in 1993; and 195 million New Zealand dollar notes maturing in 1994 which are 
hedged by means of foreign exchange contracts as to principal amount and the related interest payments. 


(d) Excluding consolidated debt of Montreal Trustco Inc., which is reported under Financial services — 


Investment certificates and borrowings. 


At December 31, 1991, the estimated amounts of long-term debt payable by the corporation and its 
subsidiaries in the years 1992 to 1996 were $796, $725, $628, $384 and $1,125 million, respectively. 
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15. Preferred shares 


Authorized 

The articles of incorporation of BCE provide for an unlimited number of first preferred shares 
and second preferred shares. The articles authorize the Directors to issue such shares in one or 
more series and to fix the number of shares of each series, and the conditions attaching thereto, 
prior to their issue. 


December 31, 1991 December 31, 1990 


Outstanding Number Stated Number Stated 
of shares capital of shares capital 
(S millions ) ($ millions ) 
First Preferred Shares 

$1.96 shares, series G(@) 3. — — 12,239 1 
$2.05 shares, series H (b)............ 128,762 3 261,403 5 
Series ] Shares (c) 600 300 600 300 
$1.95 shares, series M (d) 8,000,000 200 8,000,000 200 
Series N shares (C) 5. 700 350 700 350 
Series O shares () 3, 10,000,000 379 10,000,000 379 
1,232 1,235 


(a) $1.96 shares 
The $1.96 preferred shares were redeemed on November 1, 1991, at a price of $25 per share. 


(b) $2.05 shares 

The $2.05 preferred shareholders are entitled to cumulative annual dividends of $2.05 per share, payable 
quarterly, and have one vote per share. These shares are convertible on the basis of one preferred share for 
one common share on or before April 15, 1992. At December 31, 1991, 9,871,238 shares had been converted 
(including 132,641 during 1991, 54,427 during 1990 and 152,122 during 1989). On September 25, 1991, 
BCE announced that shares not converted on April 15, 1992 will be redeemed on April 16, 1992 at a price 
of $20 per share. 


(c) Series J shares 

The Cumulative Redeemable First Preferred Shares, Series J were issued in March 1989, by way of private 
placement at $500,000 per share to yield 7.64%. The Series J preferred shareholders are entitled to cumulative 
annual dividends of $38,200 per share, payable quarterly, to September 30, 1994. After that date, the quarterly 
dividends will be determined by one of: direct negotiation between BCE and holders of the shares; bids 
solicited from investment dealers; or an auction procedure. These shares, which are non-voting except in 
certain circumstances where Series J preferred shareholders are entitled to 5,000 votes per share, are not 
redeemable prior to September 30, 1994. From that date, they will be redeemable, at BCE’s option, at a price 
of $500,000 per share. 


(d) $1.95 shares 
The $1.95 Cumulative Redeemable Retractable First Preferred Shares, Series M were issued in April 1989, 

at $25 per share to yield 7.80%. The $1.95 preferred shareholders are entitled to cumulative annual dividends 
of $1.95 per share, payable quarterly. These shares, which are non-voting except in certain circumstances 
where $1.95 preferred shareholders are entitled to one vote per share, are redeemable at the holder’s option 
on April 30, in each of the years 1995 and 1996, at $25 per share, and on or after April 30, 1995, at BCE’s 
option, at $25 per share. BCE may elect, on or before March 16, 1995, to create a further series of first preferred 
shares into which the $1.95 shares will be convertible on a share for share basis, at the option of the holder, 
on April 30, 1995. 


(e) Series N shares 

The Cumulative Redeemable First Preferred Shares, Series N were issued in October 1989, by way of 
private placement at $500,000 per share to yield 7.55%. The Series N preferred shareholders are entitled to 
cumulative annual dividends of $37,750 per share, payable quarterly, to November 30, 1994. After that date, 
the quarterly dividends will be determined by one of: direct negotiation between BCE and holders of the 
shares; bids solicited from investment dealers; or an auction procedure. These shares, which are non-voting 
except in certain circumstances where Series N preferred shareholders are entitled to 5,000 votes per share, 
are not redeemable prior to November 30, 1994. From that date, they will be redeemable, at BCE’s option, 
at a price of $500,000 per share. 
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15. Preferred shares 
(continued) 


(f) Series O shares 

On April 26, 1990, BCE issued 10,000,000 Variable Rate Cumulative Redeemable Retractable and 
Convertible First Preferred Shares, Series O. The holders of Series O preferred shares are entitled to receive 
quarterly cumulative dividends in an amount equal to the greater of the quarterly dividend declared on 
common shares of BCE and $0.65 per share. The Series O preferred shares, which are non-voting except in 
certain circumstances where the Series O preferred shareholders are entitled to one vote per share, are 
redeemable at the option of the holders on April 27, 1995, at a price of $41.75 per share. After April 28, 1995, 
Series O preferred shares will be redeemable at the option of BCE at $41.75 per share. On April 28, 1995, 
holders of Series O preferred shares may acquire, for each Series O preferred share held, one common share 
of BCE by the combined effect of the tendering for conversion of one Series O preferred share and the 


exercise of one warrant together with a cash payment of $4.00 per warrant (see note 17 for a description of 
the warrants). 


16. Common shares 


Authorized: an unlimited number of common shares 


December 31, 1991 December 31, 1990 
Number Stated Number Stated 
of shares capital of shares capital 
(S millions) ($ millions) 
Outstanding... 310,292,429 5,614 305,411,936 5,407 


Number of common shares issued during the last three years: 


1991 1990 1989 
For cash 

Shareholder Dividend Reinvestment 
ana: stock Purchase Plat 22 2) oll 2,776,826 3,236,869 3.275.305 
Pamiplovecs Savings Plan cee ee aes 1,864,218 — — 
BxCrcise OF O0UONS: 200 eae 106,808 — 16,187 
COiverson OF OfCletCe SNARES 6... cece. eee cies ee 132,641 122,885 247,670 
(piensa! Stock Dividend Program 26.04.02... os — — 64,807 
On acquisition Of Montreal Trmustco Inc. .........c.c — — 8,902,489 


4,880,493 3,359,754 12,506,458 


Stock options 

Under the Long-Term Incentive (Stock Option) Program (1985) (the Plan), options may be 
granted to officers and other key employees of BCE and of its subsidiaries to purchase common 
shares of BCE at a subscription price of 100% of market value. The options are exercisable during 
a period not to exceed ten years. The right to exercise options generally accrues over a period of 
four years of continuous employment. Options are not generally exercisable during the first twelve 
months after the date of the grant. Simultaneously with the grant of an option, the employee may 
also be granted the right to a special compensation payment (SCP) (payable, in accordance with 
the terms of the Plan, in cash or in shares of BCE). The amount of any SCP is equal to the increase 
in market value of the number of BCE shares covered by the SCP (which number may not exceed 
the number of shares covered by the option to which it is related) from the date of grant of the 
SCP to the date of exercise of the option to which the SCP is related. 


At December 31, 1991, a total of 4,872,813 common shares remained authorized for issuance 
under the Plan. Shares covered by options granted with respect to any year may not exceed one- 
half of one per cent of the outstanding common shares of the corporation at the end of the 


immediately preceding year. 
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16. Common shares 
(continued) 


As of February 12, 1992, options covering 930,140 shares were outstanding: 472,200 granted with 
respect to the years 1984 to 1988, at an exercise price varying from $36.8125 to $39.75 per share; 
123,454 granted with respect to the year 1989, at an exercise price of $43.25 per share; 122,804 
granted with respect to the year 1990, at an exercise price varying from $36.75 to $40.125 per share; and 
211,682 granted with respect to the year 1991, at an exercise price varying from $41.8125 to $48.6875 
per share. Under the terms of the Plan, options granted with respect to 1984, 1985, 1986 and 1987, 
three-quarters of those with respect to 1988, one-half of those with respect to 1989 and one-quarter of 
those with respect to 1990 are now exercisable. In addition, SCPs have been granted to the same key 
employees covering the same number of shares as the options to which the SCPs are related with the 
exception of outstanding options covering 56,970 shares granted with respect to the year 1990 and 
45,954 shares granted with respect to the year 1991 for which no SCPs have been granted. 


Additional common shares reserved at December 31, 1991 — 24,451,022: 


4,186,478 shares for issuance under the Shareholder Dividend Reinvestment and 
Stock Purchase Plan. 


10,135,782 shares for issuance under the Employees’ Savings Plan. 
128,762 shares for issuance upon conversion of the $2.05 convertible preferred shares. 


10,000,000 shares for issuance upon exercise of warrants and/or conversion of Series O 
preferred shares. 


17. Common share 
purchase warrants 


On December 31, 1991, there were 10,000,000 Common Share Purchase Warrants outstanding. 
These warrants were issued concurrently with the Series O preferred shares on April 26, 1990, for 
$38.5 million. They will expire on April 28, 1995 and entitle their holders to subscribe for one 
BCE common share for each warrant for $45.75 in cash (or on April 28, 1995, a cash payment of 
$4.00 and the tendering for conversion of one Series O preferred share — see also note 15-f). 


18. Foreign exchange 
adjustment 


Following is an analysis of the foreign exchange adjustment included in the common 
shareholders’ equity resulting from self-sustaining foreign operations: 


($ millions) 


1991 1990 1989 
Balance at beginning of year...........0000..0.00 ee. (117) (210) (99) 
Translation adjustments forthe year. (8) 93 (111) 
Balance atendofyear............ (125) (117) (210) 


19. Unused bank 
lines of credit 


At December 31, 1991, unused bank lines of credit available to BCE and its subsidiaries, 
generally available at the prime bank rate of interest, amounted to approximately $3,253 million. 
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20. Quarterly 
financial data 


Summarized consolidated quarterly financial data: 


($ millions, except per share amounts) 


Quarters — 1991 


First Second Third Fourth 

hotal revenues (ae 4,728 5,054 4,830 5.272 
Telecommunications services 

Opermling revenues (2s 6 ei, 2,097 2,154 ZAG 2175 

Net Tevenules a e 561 581 596 opel 
Telecommunications equipment 

manufacturing 

ROVORUCS a 2,139 2,405 2177 2,622 

GhOss Df 846 989 941 1,147 

INCU ACVGQUGS i ee 183 220 228 330 
Financial services 

REVeQUes 6 ce, 390 378 305 354 

NeU Teves (as. 1 16 10 (6) 
Other operations 

Operating revenues ..... ka i eines 102 117 117 121 

Neb Teves: ee eee 7 8 9 (3) 
NWetiicCOnie ©) a. 293 307 361 368 
Net income applicable to common shares ... 269 283 D5) 346 
Fatnines per Common share ........2.-.:...:. ie 0.88 0.92 1.10 see 
Average number of common shares 

Outstanding (thousands) 0.00.00... 305,983 306,732 308,182 309,654 

Quarters — 1990 
First Second Third Fourth 

Total revenucs sk... 4,406 4,602 4,490 4,875 
Telecommunications services 

ODEAUNG fEVENUICS ee 2,070 22? 2,133 2,148 

NEE eventics i ees 517 540 By: D352 
Telecommunications equipment 

manufacturing 

PROVOCINICS a ie goes damn ts 1,848 1,981 1,844 2,178 

(005s PRO sa 709 761 743 931 

NeCievenues eels 150 164 164 309 
Financial services 

REVENUES ee ede 3609 388 407 411 

INCE EVCINICS cs Aare tase bess cae ems 20 20 vay (1) 
Other operations 

OOoperAnIe TEVENUES yee ee aie. posses 119 116 106 138 

INCE eV NUNC ear cs eee mi 7 5 8 
er Wee eee ess cc ental 205 268 269 345 
Net income applicable to common shares ... 249 247 244 322 
Baroings percomimon share 3 .i.5.2.....-- +4. 0.82 0.82 0.80 1.05 
Average number of common shares 

outstanding (housands) 3.2205. 02..-. 1. 302,003 303,359 304,185 305,072 
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21. Reconciliation 
of results reported 
in accordance 

with generally 
accepted accounting 
principles (GAAP) 
in Canada with 
United States GAAP 


($ millions, except per share amounts) 


Quarters — 1991 


First Second Third Fourth 
Net income — Canadian GAAP .................. 293 307 361 368 
Adjustments 
Foren exchanse = a 10 1» 4 (23) 
Equity in net income of associated 
COMpanies 25507 a 1 1 1 — 
Other adjustments (4) 2 es 2 2) —. © 3 @ (2) 
Net income — U.S. GAAP ........................ 302 320 363 343 
Earnings per common share — U.S. GAAP... 0.91 O97 1,10 1.04 
Quarters — 1990 
First Second Third Fourth 
Net income — Canadian GAAP... 0... 265 268 269 345 
Adjustments 
Foreign exchanse 1. Ci) 2 o, (2) 
Equity in net income of associated 
companies... (4) 3 3 # 
Other adjustments @) 0. (3) (2) (3) (3) 
Net income — U.S. GAAP ...... eee. 247 271 272 341 
Earnings per common share — U.S. GAAP... 0.76 0.82 0.82 1.04 


Years ended December 31 


1991 1990 1989 

Net income — Canadian GAAP |. ok 1,329 1147 761 
Adjustments 

Foreion exchange 8 6 (8) 28 

Refund to. subscribers of Bell Canada (b),. — — (101) 

Equity in net income of associated companies............... 3 3 22 

Other adjustinents (a), 22 2 4 (10) (11) (8) 
Net income — U.S: GAAP 1,328(c) 1,131) 702 
Earnings per common share — U.S. GAAP .................. 4.01 3.44 2.24 


(a) Figures include additional amortization of goodwill related to Montreal Trustco Inc. assuming the 
amortization period would be 25 years rather than 40 years. 


(b) Under United States GAAP, it is required to recognize in the current income the refunds to subscribers 
which occur in a period other than the period in which the related revenue was recognized. 


(c) If Bell Canada’s 1991 and 1990 early retirement incentive plans had been treated in accordance with the 
United States Financial Accounting Standards Board’s Statement No. 88: Employers’ Accounting for 
Settlements and Curtailments of Defined Benefit Pension Plans and for Termination Benefits, net income 
would have decreased by $72 million in 1991 and by $108 million in 1990. 


(d) United States Financial Accounting Standards Board has issued standards to account for income taxes 
and health care and other postretirement benefits, to be effective in 1993. BCE has not determined the effect 


that these standards might have. 
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22. Pensions 


BCE and most of its subsidiary companies have non-contributory defined benefit plans which 
provide for service pensions, based on length of service and rates of pay, for substantially all 
their employees. The policy is to fund pension costs, through contributions based on various 


actuarial cost methods, as permitted by pension regulatory bodies. Contributions reflect actuarial 


assumptions regarding salary projection and future service benefits. Plan assets are represented 
by common and preferred shares, bonds and debentures, cash and short-term investments, real 


estate and mortgages. 


The following table sets forth the financial position 


($ millions) 


of the pension plans: 1991 1990 

Net assets available for plan benefits — at market value ...... 10,937 8,113 

Actuatial present value of plan benefits ............0.0000...4., 9,743 7105 

ee a 1,194 350 
($ millions) 

1991 1990 1989 

POA PensIOU CXS a ace des 169 162 182 

($ millions) 

(a) Supplementary data related to pensions: 1991 1990 
Net assets available for plan benefits — at market value ...... 10,937 S03 
Actuarial present value of plan benefits 

Accumulated plan benefits 
UO a ee 6,469 4,729 
TG 0 Ge 2 ee Ree 993 922 
7,462 5,051 
Bie OF saiaty PIOjeCOn 6 ek es, 2,281 ZA 
Poectie Olan Decision 9,743 7,763 

Excess of plan assets at market value over accrued plan benefits .. 1,194 350 

Unrecognized Rel EXperence O4INS 66... cise eee (1,287 ) (487 ) 

Unrecognized net assets existing at January 1, 1987 ................ (136) (155) 

Other unrecognized net plan benefits and amendments ........... 474 iy 

Net accrued pension asset (obligation) reflected 
Ol Mie comsouidaied balance Sheci .)sieeeete o 245 (121) 

Deferred pension asset (included in deferred charges) ............. 438 34 

Deferred pension obligation (included in deferred credits) ........ (193) (155) 

Net accrued pension asset (obligation) .................::c eee 245 (GONS, 
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22. Pensions ($ millions) 


oe (b) Analysis of the pension expense: 1991 1990 1989 
Service cost — benefits zecrued.... 285 260 243 
Interest on projected plan benclits.... 803 619 547 
Return Of plan asscis.. (1,522) 58 (1,072) 3 
Net amortization and deferrals... 603 (775) 464 
Toul... 2.8 8 169 162 182 


The provision for pension cost was calculated using a value of assets adjusted to market over 
periods ranging from 3 to 5 years, which amounted to $10,545 million at December 31, 1991 
(1990 — $8,250 million, 1989 — $7,719 million). The weighted average discount rate used in 
determining the accumulated and accrued plan benefits, and the weighted average assumed long- 
term rate of return on plan assets, was 8.8% for 1991 (1990 — 8.6%, 1989 — 8.2%). 


In addition to pension benefits, BCE and its subsidiary companies provide certain health care 
and life insurance benefits for retired employees. The costs of such benefits, excluding life 
insurance, are paid out of current income, as benefits are received, and in 1991 amounted to 
$20 million (1990 — $17 million, 1989 — $18 million). Life insurance for retired employees is 
largely funded during their working lives. 


23. Industry segments BCE and its subsidiaries operate principally in three reportable business segments: 
information 
1) Telecommunications services, which includes the provision of voice, data, image, radio 
and television transmission, public exchange and private line teletypewriter and other 
telecommunications services, including directory operations; 


2) Telecommunications equipment manufacturing, which involves the design, development, 
manufacture, marketing, sale, financing and service of central office switching equipment, 
business communications systems and terminals, transmission equipment, cable and outside plant 
products, and other telecommunications products and services; and 


3) Financial services, which includes the financial intermediary business of accepting deposits 
or other borrowings and investing in residential mortgages, commercial mortgages, corporate 
loans and other securities and fiduciary activities such as personal trust, corporate trust, stock 
transfer and pension plan administration, are carried out by Montreal Trustco Inc. 


Other operations include international operations, directory services; printing and publishing 
and other activities. 


Details of revenues and supplementary data by business segment and geographic area are set 
out in the following tables. 
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23. Industry segments The following table sets forth revenues, net revenues and supplementary data for each of the 


information corporation’s business segments for the years ended December 31: 
(continued) - 
($ millions) 
By business segment 1991 1990 1989 
Revenues 
VeleCommmUnicalions SCIViCces a 8,597 8,468 8,011 
Telecommunications equipment manufacturing ............. 9,343(a) 7,851(a) 7,161(a) 
Ileiseminent teventies 35 44 ah 
9,378 7,895 7,218 
Pinan! services a 1,487 1575 985 
OUNCE ODETAtONS ee 457 479 524 
TMCISC OMEN LCVENNICS eo 23 oe 29 
480 504 58 )3) 
Eliminauion Of intersesment revenues .....0).0.5...0005 a. (58) (69) (86) 
NOt feVeniies = es 19,884 18,373 16,681 
Total net revenues 
VeleCOmmininicalions SELVICES 6.2... eee es ike eecetecn es 2,263 2,176 2,028 
Telecommunications equipment manufacturing ............. 958 783 621 
Pip anei! services ee ee 36 61 58 
OUer Opens ea eee eee es 25 ag 27 
3,282 3,059 2,734 
Identifiable assets 
PelecOmmuUnications Services 19,130 18,326 17,334 
Telecommunications equipment manufacturing ............. 10,422 6,229 5,861 
Pippi) seve ee 12,526 12,260 10,988 
COMIC OPCTAONS eee ee ea ease 523 aL 583 
PNAS (6 oe ae 105 169 226 
42,706 37,59) 34,992 
lvestiients) 2 2,246 3,286 3,640 
Gener Compote assets ee 752(b) 1,166(b) 629(b) 
Total assets as at December 31 .........................0..0.0065. 45,704 41,987 39,261 
Depreciation 
Telecommunicaions SELVICES: 4s. didi ees 1,695 1,587 1,416 
Telecommunications equipment manufacturing ............. 499 a7? 377 
Pip Anal semeces 26 re 4 7 2 
Other operations and general corporate ..................:5655 21 Pas) 18 
TOtalbdepreciaog ee es 2,219 2,018 1,813 
Gross capital expenditures 
Telecomimunications Services 105 5 ..5 kee 2,612 2,760 2,742 
Telecommunications equipment manufacturing ............. 590 SS 436 
PQNCIA SEEVICES ie hn ds a ate ee ees 9 28 14 
Other operations and general corporate ....................55. 25 15 47 
Total capital expenditures 5.6... ii. ie 3,236 3,318 3,239 
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23. Industry segments The following table sets forth information by geographic area for the years ended December 31: 
information | 


(continued) ($ millions) 4 
By geographic area (c) 1991 1990 8) 4 
Total revenues 1 
Canada : 
Customers. Ci‘ 12,831 12,966 11,670 4 
Transfers between geographic areas. 1,111 899 714 
13,942 13,865 12,384 
U.S.A. 
Customers... 5,282 4,929 4612 4 
Transfers between gcostaphic areas... 355 200 195 4 
5,637 5,168 4,807 4 
Europe 
Customers... ,rrrC—siCi‘ Ci 1,543 256 228 
Jransters between geographic areas... 5 — — 
1,548 256 228 
Other 
CUSIOMEIS 9.0.7 228 222 171 
Transfers between geographic areas... 88 80 89 
316 302 260 
Elimination of transfers between 1 
geographic areas. (1,559) (1218) (998) — 
Total revenues... “wl rrrtti(i‘“‘(‘“(‘COCOOCOC*;*C 19,884 18,373 16,681 
Total net revenues before research 
and development expenses 
Canada. ,,rtrti(‘( ”trts~—i‘COSOCOC 3,247 3,157 2,982 
USA. .rr—“‘“‘“‘(‘(‘(‘(‘(‘i‘i‘ SC 1,411 1,296 1,085 
Europe... a 260 (7) 14 
Other 9 8 eo 
4,927 4,454 4,067 = 
Research and development expenses... (1,218) (1,019) (1,008) | 
General corporate expenses (427) (376) (325) 3 
Other income (expense) C77) (935) (499) — 
Income before income taxes and minority interest ..... 2,505 2,124 2,233 
Identifiable assets 
(4n4da. i 35,333 33,329 30,766 
USA.  :tiCiCisC 4,661 3,932 3,864 
Europe 4,884 598 377 
Other 2 418 201 24) 4 
Eliminations = (2,590) (525) (262) 7 
42,706 37,555 34,992 
Investments 2,246 3,286 3,640. | 
General corporate asscis 752(b) 1,166(b) 629(b) 
Total assets as at December 31 .............0.0..0000cc cece eee. 45,704 41,987 29 201 4 
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23. Industry segments 
nformation 


continued) 


(a) Telecommunications equipment manufacturing includes revenues of $1,554 million 
(1990 — $1,743 million, 1989 — $1,733 million) from Bell Canada and other telecommunications 
subsidiary and associated companies of BCE. These revenues are not eliminated on consolidation. 


. Telecommunications equipment manufacturing revenues of Northern Telecom from Bell Canada are 


at sale prices and terms as low as those offered to the most favoured customers of Northern Telecom 
for like materials and services under comparable conditions. 


(b) General corporate assets include cash and temporary cash investments. The 1990 amount also included 
the second instalment of $309 million, received during the second half of 1991, on the sale of common 
shares of TCPL by BCE. 


(c) The point of origin (the location of the selling organization) of revenues and the location of the assets 
determine the geographic area. 
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1991 1990 1989 


Income statement data (S$ millions) 


Revenues 

Tocal- andi access services eee a 2,748 2,590 2,412 
Voll-and*network:services -... =n ee ee 4,074 4,108 3,918 
Terminal, directory advertising and other — net .. 1,775 1770 1,681 
Total telecommunications services .................05: 8,597 8,468 8,011 
Telecommunications equipment manufacturing ... 9,343 7,354 7,161 
2 7 Financial services 7ne. ee 1,487 1,579 985 
Selected financial Other operations tik eee 457 479 524 
and shai pir Total revenues {5.40 eee 19,884 18,373 16,681 
(consolidated) Income from continuing operations ........2..4.0.0.. 1,329 1,147 T 208 
Ne@tInCOME tis.cc eee ee 1,329 1147 761 

Balance sheet data (S$ millions) 
‘Total assets’ vs icden hee ee 45,704 41,987 39,261 
COMMON ECUILY sc. ee eee 10,727 10,090 9,548 
Preferred shares: Gedeemable) sear ;a. 1a ra nee 12352 15235 858 
Minority interests. 2.n. as ee eee 3,749 2.277 2,892 
Long-term debt Cincluding current portion) ............ 8,767 7,788 7,471 
Gross capitaliexpenditiress.. ar eee 3,236 Smoillts) 3,259 


Common share data 
Earnings per share 


Continuing operations=).--s= 47) eee 4.01 3:50 3.91 

IRV evhalesw pres wvarevnavenvoreuss ade) ee 4.01 32) 2.43 
Dividends declared per-common share eee 2.57 255 2.49 
Equity per common, shatter g.0).- 5.7 eee eee 34.57 33.04 31.61 
Return-On common catitvars ae 1. eee 12.0% 10.8% 7.6% 
Other data 
Network access services (thousands) .................00e. 9,539 9,300 8,986 
Message toll services (iullione) eae eee 1,883 1,821 1,695 
Number of employees (housands) —...e eee 124 119 120 
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1988 1987 1986 1985 1984 1983 1982 1981 
2,173 2,008 
3,518 o5692 
Se 1401 _ 1,358 
7,092 6,758 6,390 5,966 5,541 5,076 4691 4140 
6,598 6,471 6,114 5,829 4,359 3,276 3,005 2,570 
75 1,092 1,063 1,051 FS 550 734 719 
| 14,445 14,321 13:567, 12,846 10,615 movZ 8,430 7,429 
853 1,070 974 1,007 935 830 615 556 
846 1,076 979 1,009 935 830 615 556 
25,988 23,797 21,576 19,506 17,396 14.9772 i204 12,201 
9,214 8,885 8,217 7,200 6252 5,307 “57, 3,859 
13 243 257 313 378 423 522 362 
2,342 DID 2,134 1,798 1,349 800 528 447 
6,511 O72 5,052 5,041 4 609 4,282 4,567 4,449 
3,074 2,803 2,322 DA 1,961 1,604 1,765 ye! 
2.97 3.85 3.63 4.04 4.01 3.88 3.07 3.00 
2.95 3.87 3.65 4.05 401 3.88 3.07 3.00 
2.45 2.41 2.37 2.30 2.205 2.105 1.99 1.84 
31.82 32.44 30.97 29.26 26.78 24.68 22.68 Zia 
9.2% 12.3% 12.1% 14.5% 15.8% 14.7% 13.7% 14.0% 
8,472 Orit? 7 746 7,424 7,145 6,887 6,722 6,650 
1,455 1,254 1,083 978 895 833 791 793 
is 116 109 108 108 101 98 102 
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Board of directors 


Peter A. Allen 

Toronto, Ontario 

Chairman, President and 
Chief Executive Officer 

LAC Minerals Ltd. 

(Mine exploration, develop- 
ment and production compa- 
ny, specializing in gold and 
other hardrock minerals) 


Ralph M. Barford 
Toronto, Ontario 
President 

Valleydene Corporation 
Limited 

(private investment 
company) 


Laurent Beaudoin, C.C., 
F.C.A. 

Westmount, Quebec 
Chairman and Chief 
Executive Officer 
Bombardier Inc. 
(manufacturer of recreation- 
al, industrial, aerospace and 
transportation products) 


Marcel Bélanger, O.C., F.C.A. 
Quebec, Quebec 
President 

Gagnon et Bélanger Inc. 
(management consultants) 


Warren Chippindale, F.C.A. 
Westmount, Quebec 
Company Director/ 
Consultant 
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J.V. Raymond Cyr, O.C. 
Montreal, Quebec 
Chairman of the Board and 
Chief Executive Officer 
BCE Inc. 


C. William Daniel, O.C. 
North York, Ontario 
Company Director/ 
Consultant 


A. Jean de Grandpré, 
CC. OG: 

Montreal, Quebec 
Founding Director and 
Chairman Emeritus 
BCE Inc. 

Legal Counsel 

Lavery, de Billy 

Caw firm) 


J. Peter Gordon, O.C. 
Mississauga, Ontario 
Company Director 


Jeannine Guillevin Wood 
Montreal, Quebec 
Chairman of the Board and 
Chief Executive Officer 
Guillevin International Inc. 
(distributor of electrical 
products) 


The Honourable 
Donald J. Johnston, 
PGOre: 

Montreal, Quebec 
Legal Counsel 
Heenan Blaikie 
(aw firm) 


Gerald J. Maier 
Calgary, Alberta 
Chairman of the Board, 
President and Chief 
Executive Officer 
TransCanada PipeLines 
Limited 

(a natural gas 
transportation and 
marketing company) 


E. Neil McKelvey, O.C., Q.C. 
Saint John, New Brunswick 
Counsel 

Stewart McKelvey Stirling 
Scales 

Caw firm) 


Jean C. Monty 

Outremont, Quebec 
Chairman of the Board and 
Chief Executive Officer 
Bell Canada 


J. Edward Newall 

Calgary, Alberta 

President and Chief 
Executive Officer 

NOVA Corporation of 
Alberta 

(natural gas transportation 
and chemicals 
manufacturing and 
marketing company) 


Alastair H. Ross 
Calgary, Alberta 
Chairman and Chief 
Executive Officer 
Pacific Enterprises Oil 
Company (Canada) 

(oil and gas exploration 
company) 


C. Richard Sharpe 
Mississauga, Ontario 
Chairman of the Board 
Sears Canada Inc. 

(retail department stores 
and catalogue sales) 


Paul G. Stern 

Potomac, Maryland 
Chairman of the Board, 
President and Chief 
Executive Officer 
Northern Telecom Limited 


Louise B. Vaillancourt, C.M. 


Outremont, Quebec 
Company Director 


Lynton R. Wilson 
Montreal, Quebec 
President and Chief 
Operating Officer 
BCE Ine: 
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Members of the 
committees of the 
board 


Audit 

M. Bélanger — chairman 
R.M. Barford 

L. Beaudoin 

W. Chippindale 

E.N. McKelvey 

A.H. Ross 

L.B. Vaillancourt 


Investment 

J.V.R. Cyr — chairman 
P.A. Allen 

M. Bélanger 

Cw, Daniel 

A.J. de Grandpré 

J. Guillevin Wood 
A.H. Ross 

L.R. Wilson 


Management Resources and 
Compensation 

J.P. Gordon — chairman 

L. Beaudoin 

C.W. Daniel 

J.E. Newall 

C.R. Sharpe 


Pension Fund Policy 
J.P. Gordon — chairman 
VRE CyE 

DJ. Johnston 

E.N. McKelvey 

J.C. Monty 

Grr orern 
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Committees 
of the board 


Corporate 
officers and group 
vice-presidents 


Departmental 
executive 


BCE has established per- 
manent committees of the 
board of directors to permit 
continuing review of the 
areas of auditing, investment, 
management resources and 
compensation and pension 
fund: policy. 

The Audit Committee reviews 
the corporation’s financial 
statements and related data 
prior to submission to the 
full board. It advises the board 
on the adequacy, accuracy 
and timeliness of financial 
reports; on the efficacy of 
internal accounting, auditing 
and control procedures; and 
ensures that BCE continues 
to meet high standards of 
disclosure, fully compliant 
with all external requirements 
and reporting standards. 

The audit committee also 
advises the board on the 


J.V. Raymond Cyr 
Chairman of the Board and 
Chief Executive Officer 


Lynton R. Wilson 
President and Chief 
Operating Officer 


Jacques B. Bérubé 
Group Vice-President, 
Telecom International 


Thomas J. Bourke 
Group Vice-President, 
Directories 


William Anderson 
Assistant Vice-President, 
Taxation 


Ivan Berggrun 


Assistant Comptroller- 
Research, Budget and Results 
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selection of the shareholders’ 
auditors, and meets, both 
separately and together, with 
the auditors and management. 
BCE’s audit committee con- 
sists entirely of outside directors, 
i.e., directors who are not 
officers of BCE or its sub- 
sidiaries. The audit committee 
met six times during 1991. 

The Investment Committee 
is vested with the full powers 
and authority of the board in 
cases when investment 
decisions are required urgently. 
Its decisions are reported to 
the full board within 24 hours. 
The investment committee 
met once during 1991. 

The Management Resources 
and Compensation Committee 
recommends candidates for 
appointment or election to 
the board, ensures that 
qualified personnel will be 


Gerald T. McGoey 
Executive Vice-President and 
Chief Financial Officer 


Josef J. Fridman 
Senior Vice-President, 
Law and Corporate Services 


Frederick J. Andrew 
Vice-President and Treasurer 


Douglas B. Gibson 
Vice-President and 
Comptroller 


Howard N. Hendrick 
Assistant Treasurer and 
Director of Investor Relations 


Marc J. Ryan 
General Counsel 


available for appointment to 
officer and other manage- 
ment ranks, and assesses the 
performance of officers. All 
members of the committee 
are outside directors. The 
management resources and 
compensation committee 
met five times during 1991. 

The Pension Fund Policy 
Committee advises the board 
on the funding of pension 
liabilities and the investment 
of pension fund assets of 
BCE and certain of its sub- 
sidiary and associated com- 
panies. It also reviews and 
reports to the board on the 
activities of the pension fund 
trustee as directed by 
management. The pension 
fund policy committee met 
twice during 1991. 


Bernard Grégoire 
Vice-President, 
Corporate Affairs 


Guy Houle 
Vice-President and 
Corporate Secretary 


Reynold Tremblay 
Assistant Comptroller- 
External Reporting 


Leonard J. van der Heyden 
President 
BCE Corporate Services Inc. 


Price ranges of 
common shares 


1991 1990 
High Low High Low 

Montreal and Toronto 

oT SOR CHAT LC fener re MPR REN, Pe Ses «cha, o eye $43% $38% $46% $40% 

ING CIULA LUC tate eRe ERR Se tee nchanicix ive acaihe 437/, 39% 41% 37% 

OIC QUANG Mian i eR Me er acct acis reeset 45% 41% 39% 2D 

ALICIA PLC Vie fete tet RON RBS oh Ces gig etniedg ved 48", 43% 40% 34Y; 
NYSE consolidated tape (US $) 

GORA eee Ete et hee Sek cea vag cafes $37%s $33% $40 $34¥, 

Pi ae Waitakere leh aa-ca see Ree ee 37% 34% 35% 32); 

Sah @ [WEY REO os Su ge oie 40% 36% 33% 30% 

Le QUOTAS spezepc teh Bio tS ieee ee 427s 38%: 34% 30% 


Market prices per common share 
(Canadian $) 


Ve, 
Sere 


87 88 89 90 91 


Dividends 

Quarterly dividends of 
$0.64 per common share were 
paid in 1991 ($0.63 in 1990). 

On November 27, 1991, an 
increase in the dividend on 
common shares was declared. 
The final 1991 quarterly 
dividend, which was paid on 
January 15, 1992, was raised 


2.41 
2.45 
2.49 
2.53 
2.57 


87 88 89 90 91 


to $0.65. The indicated annual 
rate is now $2.60, an increase 
of $0.04 over the previous 
annual rate. 
Number of shareholders 

At December 31, 1991, 
there were 310,292,429 BCE 
common shares outstanding, 
held by 260,747 registered 
shareholders. 
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Shareholder services 
and information 
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Dividend Reinvestment 
and Stock Purchase Plan 
(DRP) 

Shareholders wishing to 
acquire additional common 
shares of BCE Inc. can take 
advantage of the Sharehold- 
er Dividend Reinvestment 
and Stock Purchase Plan. 
This plan provides a conve- 
nient method for eligible 
holders of BCE common 
shares to reinvest all of their 
common share cash divi- 
dends in new common 
shares of BCE. 

Participating shareholders 
pay no brokerage commis- 
sion or service charge of any 
kind and all administrative 
costs of the plan are borne 
by the corporation. 


Payment of dividends 
— direct deposit 

BCE Inc. shareholders 
resident in Canada may have 
their dividend cheques 
deposited directly to their 
personal account at most 
banks or other financial 
institutions. This service 
permits shareholders to 
arrange for the timely 
deposit of their dividend 
payments in a manner that 
is reliable, secure and 
convenient. 


U.S. resident shareholders 
— choice of dollar 
denominated dividend 
payments 

U.S. holders of common 
shares who are resident in 
the United States and have 
not elected to have their cash 
dividends reinvested in DRP 
normally have their divi- 
dends converted to and paid 
in U.S. funds, unless instruc- 
tions to pay in Canadian 
funds are received. 


Multiple mailings 

In some cases, where a 
shareholder holds more than 
one class of securities, or 
when holdings are registered 
differently, the shareholder 
may receive more than one 
copy of publications such as 
annual reports. In such cases, 
please advise our transfer 
agent. 


Do you wish to receive 
quarterly reports? 

As BCE’s results are 
published in the financial 
press shortly after the end of 
each quarter, an increasing 
number of BCE shareholders 
have elected not to receive 
quarterly reports. This results 
in a saving in both paper 
and expense. 

Quarterly reports will be 
mailed only to those 
shareholders who have 
specifically asked to receive 
them. If you wish to receive 
quarterly reports, please 
advise Montreal Trust 
Company. 


Canadian taxes on 
foreign investors 


Shareholder 
inquiries 


Income taxes 

Dividends (including stock 
dividends) on BCE shares paid 
or credited to non-residents 
of Canada are subject to 
withholding tax at 25 per cent, 
unless reduced by treaty. 

Under the United States- 
Canada Income Tax Convention, 
a withholding tax of 15 per 
cent applies to BCE dividends 
(including stock dividends) 
paid or credited to individuals 
residing in the United States, 
or corporations organized 
under the laws of the United 
States, which do not have a 
“permanent establishment” or 
a “fixed base” in Canada. 


For further information 
concerning DRP and how to 
participate, direct deposit, the 
elimination of multiple mailings 
and the receipt of quarterly 
reports, please contact the 
Montreal Trust Company. 


By mail: 

Montreal Trust Company 
P.O. Box 1100, Station B 
Montreal, Quebec 

H3B 3K9 


By telephone: 

(514) 982-7555 — in the Montreal 
area or outside of Canada 
1-800-561-0934 — elsewhere 
in Canada (toll-free) 


Gains on disposals of BCE 
shares by a non-resident 
of Canada are generally not 
subject to Canadian income tax, 
unless realized by the holder 
in connection with a business 
(including an “adventure in 
the nature of trade”) carried 
on in Canada. 


Estate and succession duties 

There are no estate taxes or 
succession duties imposed by 
Canada or by any province of 
Canada. 


Sur demande, le vice-président 
et secrétaire de la Société vous 
fera parvenir un exemplaire 
francais du rapport annuel. 
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